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The President 


EXECUTIVE ORDER 9497 


AMENDMENT OF EXECUTIVE OrDER No. 9039 
AUTHORIZING SICK AND Rest LEAVE FOR 
ALIEN EMPLOYEES OF THE PANAMA CANAL 
AND THE PANAMA RAILROAD COMPANY, 
AND CORRECTION OF SECTION 4 OF EXECU- 
TIVE ORDER No. 9467 RELATING TO CoNnDI- 
TIONS OF EMPLOYMENT IN THE SERVICE 
OF THE PANAMA CANAL AND THE PANAMA 
RAILROAD COMPANY 


By virtue of the authority vested in me 
by section 81 of title 2 of the Canal Zone 
Code, as amended by section 3 of the act 
of July 9, 1937, 50 Stat. 487, it is ordered 
as follows: 


1. The first paragraph of Executive 
Order No. 9039 of January 24, 1942, au- 
thorizing sick and rest leave for certain 
alien employees of The Panama Canal 
and the Panama Railroad Company, is 
hereby amended to read as follows: 


“By virtue of the authority vested in 
me by section 81 of title 2 of the Canal 
Zone Code, as amended by section 3 of 
the act of July 9, 1937, c. 470, 50 Stat. 487, 
the Governor of The Panama Canal is 
hereby authorized to grant, under such 
regulations as he may prescribe, sick and 
rest leave to alien employees of The Pan- 
ama Canal and the Panama Railroad 
Company who are not entitled to leave 
Privileges under the conditions of em- 
ployment prescribed by Executive Order 
No. 1888 of February 2, 1914, as amended 
by Executive Orders No. 2514 of January 
15, 1917, No. 3232 of February 20, 1920, 
and No. 9467 of August 19, 1944: Pro- 
vided, however, that the combined sick 
and rest leave which may be granted to 
any such alien employee shall not exceed 
24 days in any one year, and that such 
leave shall not be cumulative in excess 
of 60 days.” 


2. Section 4 of Executive Order No. 
9467 of August 19, 1944, relating to con- 
ditions of employment in the service of 


€ Panama Canal and the Panama 


Railroad Company, is hereby corrected, 
as of August 19, 1944, to read as follows: 


“Sec. 4. Paragraph 20 of the said Exec- 
utive order, as amended by the Executive 
order of February 20, 1920, is amended 
to read as follows: 


“20. All employees who are citizens of 
the United States, and alien employees 
who receive compensation at a rate in 
excess of $100 a month or 50 cents an 
hour, with the exception of those who 
receive such compensation under au- 
thority of clause (b) of the proviso in 
paragraph 6 of this order, as amended, 
shall be entitled to leave privileges under 
this order.’” 

FRANKLIN D ROOSEVELT 


THE WHITE HOovse, 
November 6, 1944. 


[F. R. Doc. 44-17152; Filed, Nov. 8, 1944; 
2:57 p. m.] 


Regulations 


TITLE 10—ARMY: WAR DEPARTMENT 


Chapter VIII—Supplies and Equipment 
REORGANIZATION OF CHAPTER 


Nore: Chapter VIII is amended in the 
following respects: 

1. The chapter headnote is amended 
to read as set forth above. 

2. The chapter is divided into subchap- 
ters with the following designations: 

Subchapter A—Procurement. 

Subchapter B—Disposal of Property. 

Subchapter C—Termination of Con- 
tracts. 

3. Parts 801 to 806, 808 to 814, and 816 
are assigned to Subchapter A. 

4. Part 807 is assigned to Subchapter 
B, the various subparts becoming parts 
designated 821 to 829, inclusive. 

5. Part 815 is redesignated as Parts 841 
to 849, inclusive, assigned to Subchapter 
C and revised as set forth below. 


(Continued on next page) 
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Published daily, except Sundays, Mondays, 
and days following legal holidays, by the 
Division of the Federal Register, The National 
Archives, pursuant to the authority contained 
in the Federal Register Act, approved July 26, 
1935 (49 Stat. 500, as amended; 44 USC., 
ch. 8B), under regulations prescribed by the 
Administrative Committee, approved by the 
President. Distribution is made only by the 
Superintendent of Documents, Government 
Printing Office, Washington, D. C. 

The regulatory material appearing herein is 
keyed to the Code of Federal Regulations, 
which is published, under 50 titles, pursuant 
to section 11 of the Federal Register Act, as 
amended June 19, 1937. 

The FreperaL Recister will be furnished by 
mail to subscribers, free of postage, for $1.50 
per month or $15.00 per year, payable in ad- 
vance. The charge for individual copies 
(minimum 15¢) varies in proportion to the 
tize of the issue. Remit check or money 
order, made payable to the Superintendent 
of Documents, directly to the Government 
Printing Office, Washington, D. C. 

There are no restrictions on the republica- 
tion of material appearing in the FEDERAL 
ReEcIsTER. 


NOTICE 


The Cumulative Supplement to 
the Code of Federal Regulations, 
covering the period from June 2, © 
1938, through June 1, 1943, may be 
obtained from the Superintendent 
of Documents, Government Printing 
Office, at $3.00 per unit. The follow- 
ing are now available: 


Book 1: Titles 1-3 (Presidential doc- 
uments) with tables and index. 

Book 2: Titles 4-9, with index. 

Book 3: Titles 10-17, with index. 

Book 4: Titles 18-25, with index. 

Book 5, Part 1: Title 26, Parts 2-178. 

Book 5, Part 2: Title 26, completed; 
Title 27; with index. 

Book 6: Titles 28-32, with index. 
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Subchapter C—Termination of Contracts 
[Procurement Reg. 15°] 
JOINT TERMINATION REGULATION 
FOREWORD 


In importance to the economic welfare 
of the nation, the settlement of termi- 
nated war centracts is second only to 
war procurement. To avoid serious in- 
jury to our economy, three things are 
essential: 

1. Termination claims must be settled 
fairly and quickly; 

2. Termination inventory must be 
promptly cleared from war plants; 

3. Adequate interim financing must be 


’ provided for war contractors pending 


settlement. 

In the Contract Settlement Act of 
1944, the Congress clearly established 
these as the primary objectives and laid 
the foundations for achieving them. 
Their attainment must be our constant 
goal. 


1This regulation is also contained in War 
Department Procurement Regulations (9 F.R. 
8363) as amended by change 42, November 1, 
1944. Change 41 appears at 9 F.R. 12246, 


The Joint Termination Regulation now 
issued by the War and Navy Departments 
seeks to provide uniform and workable 
tools for this purpose. Like the act, the 
regulation fully recognizes that the 
prompt settlement of termination claims 
can be accomplished only by fair and 
businesslike negotiation. Negotiation is 
the mainspring of settlement. This 
must be constantly kept in mind in ap- 
plying the detailed provisions of the 
regulation. In large measure, the regu- 
lation provides guides, recommenda- 
tions, and mechanical aids for reaching 
speedy and equitable settlements, and 
includes necessary safeguards to protect 
the Government’s interest. 

Ultimately, this difficult task depends 
on the men in industry and in the Serv- 
ices who will negotiate these settlements, 
They can accomplish it only by using 
ingenuity, resourcefulness, and judg- 
ment. The regulation is flexible and 
leaves ample room for the exercise of 
these qualities. 

In issuing this regulation, the War and 
Navy Departments have given broad au- 
thority to their representatives. The 
country will owe a substantial debt of 
gratitude to all of them who exercise it 
with courage and good judgment. 


JAMES V. FORRESTAL, 
Secretary of the Navy. 

ROBERT P, PATTERSON, 
Under Secretary of War. 


841 General provisions. 

842 Procedures for terminating prime con- 
tracts. 

843 Interim financing. 

844 Termination inventory. 

845 General basis for settlement of prime 
contract and subcontract claims. 

846 Settlements of subcontract claims. 

847 Settlements of prime contract claims. 

848 Special procedures. 

849 Statutes, orders, and forms. 


AvuTHOoRITY: Parts 841 to 849, inclusive, 
issued under sec. 5a, National Defense Act, 
as amended, 41 Stat. 764, 54 Stat. 1225; 10 
U.S.C. 1193-1195, and the First War Powers 
Act, 1941, 55 Stat. 838; 50 U.S.C. Sup. 
601-622; Contract Settlement Act of 1941; 
58 Stat. 649. 


Norte: In order to conform the Joint Ter- 
mination Regulation to the numbering sys- 
tem used in the Code of Federal Regulations, 
the following changes have been made: Sec- 
tions in the original regulation have been 


. treated as code parts, parts as code subparts, 


and paragraphs as code sections. Thus Sec- 
tion I becomes Part 841, Section II becomes 
Part 842, part 1 of any section becomes Sub- 
part A, part 2 becomes Subpart B, etc. Para- 
graphs in the original regulations become 
sections, with the number to the right of 
the decimal point correspond to the orig- 
inal paragraph number, except that where 
paragraph numbers also contain a dec! imal 
point the point is changed to a dash. The 
original paragraph numbers appear in prack- 
ets following text affected. 
For an explanation of the numbering 4" 

arrangement of the original regulations ‘© 
§§ 841.113 to 841.113-5. 
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Part 841—GENERAL PROVISIONS 
SUBPART A—INTRODUCTORY MATERIAL 


Sec. 
841.111 
841.111-1 
€41.111-2 
841.111-3 


Applicability of subchapter. 

General. 

Services and bureaus covered.. 

Application outside the United 
States. 

Terminations covered. 

Action on defective, informal, and 
quasi contracts not covered. 

Authority for subchapter. 

Arrangement of subchapter. 

General plan. 

Content of parts. 

Numbering of original document. 

Cross references. 

Citations. 

Relation of subchapter to Joint 
Termination Accounting Man- 
ual. 

Application of Manual. 

Manual inapplicable to portions 
of contract already oma cost 
besis. 

Manual not directed to contract- 
ing officers. 

Amendments of subchapter. 

Public distribution of regulation 
and revisions. 


SUBPART B-——DEFINITIONS OF TERMS 


841.121 Definitions. 

641.121-1 The act. 

841.121-2 Chief of service or bureau. 

841.121-8 Common item. 

841.121-4 Continued portion of contract. 

841.121-5 Contracting officer. 

841.121-6 Effective date of termination and 
date fixed for termination. 

Industrial Readjustment Branch, 
OP&M. 

Interim financing. 

Material. 

Navy material inspector. 

Other work. 

Prime contract. 

Prime contractor. 

Readjustment Division, ASF. 

Retain or retention. 

Subcontract. 

Subcontractor. 

Terminated portion of the con- 
tract. 

Termination, 
terminated. 

Termination claim. 

Termination inventory. 

War contract. 

War contractor. 

Determining amount of claim or 
settlement. 


SUEPART C-——BASIC POLICIES 


Ecope. 

Objectives of the act. 

Prompt cessation of work. 

Expeditious settlements. 

Settlements with subcontractors. 

Inventory disposition. 

Interim financing. 

Importance of uniform proce- 
dures. 

841.138 Prevention of fraud. 

841.138-1 Statutory provisions. 

841.138-2 Duty to report fraud. 


SUBPART D—ADMINISTRATION OF TERMINATIONS 


841.140 Scope. 

841.141 Office of Contract Settlement. 
841.141-1 Creation. ~ 

621.141-2 Regulations of Director. 
€41.141-38 Liaison with office. 


841.111-4 
841.111-5 


841.112 
841.113 
841.113-1 
€41.113-2 
841.113-3 
841.113-4 
841.113-5 
841.114 


v41.114-1 
841.114-2 


841.114-3 


€41.115 
841.116 


841.121-7 


841.121-8 
841.121-9 
841.121-10 
841.121-11 


841.121-13 
841.121-14 
641.121-15 
841.121-16 
841.121-17 
841.121-18 
841.121-19 terminate, and 
841.121-20 
841.121-21 
841.121-22 
841.121-23 
841.122 


841.130 
841.131 
841.132 
841.133 
841.134 
841.135 
841.136 
841.137 


Sec. 

841.142 Departmental responsibility for 
termination policy. 

841.142-1 War. 

841.142-2 Navy. 

841.143 Delegation of authority. 

841.144 Authority to supplement and de- 
viate from this subchapter. 

841.144-1 Supplementary procedures. 

841.144-2 Authority of service or bureau to 
vary procedures. 

841.144-3 Authority of Readjustment Divi- 
sion, ASF, and Industrial Read- 
justment Branch, OP&M. 

841.1444 Clearance of service and bureau 
regulations and directives. 

841.145 Termination personnel. 

841.145-1 War. 

841.145-2 Navy. 

841.146 Freedom of Government officers 
and employees from personal 
liability. 

841.146-1- For payment. 

841.146-2 For property disposal. 

841.147 Assistance to contractors. 

841.147-1 Statutory provision. 

841.147-2 Duty to assist. 

841.148 Supervision of administration. 

841.149 Existing contracts not impaired. 


SULPART A—INTRODUCTORY MATERIAL 


§ 841.111 Applicability of subchapter. 
The applicability of the regulations in 
Subchapter C is set forth in the following 
sections. [JTR 111] 


§ 841.111-1 General. The War and 
Navy Departments have jointly adopted 
this subchapter to establish uniform pol- 
icies and’ procedures for administering 
the termination of war contracts, ter- 
mination settlements, interim financing 
and related matters. (JTR 111.1] 


§ 841.111-2 Services and bureaus cov- 
ered. This subchapter is applicable to 
the following: 


The Army Service Forces, including the 
technical services and the service commands; 

The Army Air Forces; 

All Bureaus, Boards and Offices of the Navy 


Department, including Navy field purchasing 
activities; 


The United States Marine Corps; 
The United States Coast Guard. 


(JTR 111.2] 


§ 841.111-3 Application outside the 
United States. (a) All war contracts of 
the War or Navy Departments made or 
to be performed outside the continental 
limits of the United States or in Alaska 
are exempted from the provisions of the 
Contract Settlement Act of 1944 except 
to the extent that some or all of the pro- 
visions of the act are made applicable to 
any such contract or class of contracts 
(1) by any commanding officer pursuant 
to War Department Circular No. 330, or 
(2) by the chief of any bureau of the 
Navy Department. 

(b) In terminating and settling war 
contracts made or to be performed out- 
side the continental limits of the United 
States or in Alaska, any commanding of- 
ficer or the chief of any service or bureau 
is not required to conform to the provi- 
sions of this subchapter, but may do so 
to such extent as he deems appropriate. 
(JTR 111.3] 
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§ 841.111-4 Terminations covered. (a) 
This subchapter applies to terminated 
war contracts, including subcontracts 
terminated by a war contractor either 
as a result of termination of a prime 
contract, or under any other circum- 
stances which may require the Govern- 
ment to bear the cost of settling the ter- 
minated subcontract. 

(b) This subchapter does not apply to 
the termination or cancelation of a war 
contract for default of the contractor. 
Where any war contract is terminated 
for default, subcontracts thereunder ter- 
minated other than for default of the 
subccntractor are within the provisions 
of the act and of this subchapter for 
the benefit of subcontractors. 

(c) The application of this subchap- 
ter to quantity changes made under so- 

ed “changes” articles or similar con- 
tract provisions or by agreement is stated 
in § 242.216. ([JTR 111.4] 


§ 841.111-5 Action on defective, infor- 
mal, and quasi contracts not covered. 
This subchapter does not cover any ac- 
tion under section 17 of the Contract 
Settlement Act of 1944, relating to de- 
fective, informal and quasi contracts. 
War Department regulations on this sub- 
ject are found at § 803 308h of this chap- 
ter. [JTR 111.5] 


$ 841.112 Authority for subchapter. 
The authority of the War and Navy De- 
partments to terminate prime contracts 
for the convenience or at the option of 
the Government is based upon their gen- 
eral authority to make contracts and to 
amend them in the interests of the Gov- 
ernment, and upon their authority under 
Public Law 703, 76th Congress, as ex- 
tended, and the First War Powers Act 
of 1941. The Contract Settlement Act 
of 1944 confers on the Departments ex- 
press authority to settle termination 
claims by agreement, by arbitration, and 
by determination without agreement, in 
accordance with the provisions of that 
act, and authorizes the making and 
amending of contracts to carry out the 
provisions of the act. The act authorizes 
the Director of Contract Settlement and 
the Departments to make regulations 
thereunder. This subchapter is based 
upon the authority under these laws and 
the regulations of the Director. (JTR 
112) 


§ 841.113 Arrangement of. subchap- 
ter. The arrangement of the regulations 
in Subchapter C is set forth in the follow- 
ing sections. [JTR 113] 


§ 841.113-1 General plan. (a) Ter- 
minations for the convenience of the 
Government under any type of contract 


-involve the same _ general problems. 


Parts 841 to 847 of this subchapter pre- 
scribe procedures generally applicable to 
such terminations. These procedures 
apply to terminations of all fixed-price 
contracts, cost-plus-a-fixed-fee con- 
tracts, letter orders and other prelimi- 
nary contractua!] instruments, with the 
exceptions stated in these parts and in 
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Part 848. Terminations of construction 
contracts require certain variations from 
the standard procedures and special pro- 
visions with respect to them are pre- 
scribed in Part 848. 

(b) To clarify the presentation and to 
facilitate reference, each part has been 
divided into several subparts dealing with 
related topics. Each of the following 
paris and most of the subparts are pre- 
ceded by a short paragraph stating the 
scope of the part or subpart in order to 
indicate the general arrangement of the 
subchapter. [JTR 113.1] 


§ 841.113-2 ‘Content of parts. The 
arrangement of the parts is as follows: 

(a) This Part 841 covers preliminary 
matters relating to this subchapter, defi- 
nitions of terms, basic policies, and the 
administration of terminations. ‘ 

(b) Part 842 prescribes the procedures 
for planning termination and for stop- 
ping work under terminated prime 
contracts. 

(c) Part 843 deals with interim financ- 
ing for a war contractor pending settle- 
ment of his termination claim. 

(d) Part 844 discusses the disposition 
of termination inventories of war con- 
tractors in connection with settlements. 

(e) Part 845 contains basic policies 
and procedures common to settlement of 
both prime contracts and subcontracts. 

(f) Part 846 covers the procedures 
peculiar to settlements with subcontrac- 
tors both by the prime contractor or in- 
termediate subcontractor and directly by 
the Government. 

(g) Part 847 covers the procedures 
peculiar to settlements with prime 
contractors. 

(h) Part 848 contains special proce- 
dures of limited application for particu- 
lar types of war contracts (such as con- 
struction contracts) and for particular 
war contractors (such as those covered 
by the consolidated termination pro- 
gram). 

(i) Part 849 contains the text of the 
Contract Settlement Act, certain orders 
and regulations of other Government 
agencies, and the forms for termination, 
financing, and settlement referred to in 
the -eceding parts. (JTR 113.2] 


§ 841.113-3 Numbering of original 
document.’ The numbering of individ- 
ual paragraphs is not consecutive and is 
designed to permit additional paragraphs 
to be inserted later within the appropri- 
ate section and part. The number of a 
particular paragraph shows the section 
and part where it is found and also 
whether it is subordinate to a preceding 
paragraph. The first digit of the number 
indicates the section and the second digit 
the part in which the paragraph is found. 
Where the number of a paragraph ends 


1See note following table of contents of 
subchapter for explanation of relation be- 
tween numbering system of original docu- 
ment and that followed in the FreperaL Rea- 
ISTER. 


with a digit preceded by a decimal point 
(as 113.3), this indicates that it is part 
of the general subject covered by the 
basic paragraph (as 113). [JTR 113.3] 


§ 841.113-4 Cross references. Unless 
specifically stated otherwise, cross refer- 
ences in this subchapter specify sections, 
subparts or parts of this subchapter. 
113.4) 


§ 841.113-5 Citations. This regula- 
tion may be referred to as the Joint Ter- 
mination Regulation and any paragraph 
may be cited as JTR followed by the 
paragraph number. Thus this para- 
graph may be cited as JTR 113.5. [(JTR 
113.5] 


§ 841.114 Relaiion of subchapter to 
Joint Termination Accounting Manual. 
The relation of the regulations in Sub- 
chapter C to the Joint Termination Ac- 
counting Manual?’ is set forth in the 
following sections. [JTR 114] 


§ 841.114-1 Application of Manual, 
The Office of the Fiscal Director, Head- 
quarters, Army Service Forces, and the 
Cost Inspection Service, Bureau of Sup- 
plies and Accounts, Navy Department, 
have prepared a Joint Termination Ac- 
counting Manual for Fixed-Price Supply 
Contracts. This Manual is prescribed 
for use by accounting personnel of all 
agencies of the War and Navy Depart- 
ments in making accounting reviews or 
examinations in connection with settle- 
ments of terminated fixed-price supply 
contracts or subcontracts, including 
fixed-price ‘supply subcontracts under 
cost-plus-a-fixed-fee prime contracts. It 
is also suitable for use by war contractors 
in the accounting examination of their 
subcontractors’ settlement proposals. 
{JTR 114.1] 


§ 841.114-2 Manual inapplicable to 
portions of contract already on a cost 
basis. Some fixed-price supply contracts 
provide that certain facilities shall be 
furnished on a cost basis. The Joint Ter- 
mination Accounting Manual is not ap- 
plicable to such portions of any con- 
tract. The audit procedures for such 
costs are stated for the War Department 
in Manual, “TM 14-1000, Administrative 
Audit Procedures for Cost-Plus-A-Fixed- 
Fee Supply Contracts”, and for the Navy 
Department in the “Cost Inspection 
Manual”, [JTR 114.2] 


§ 841.114-3 Manual not directed to 
contracting officers. The Joint Termina- 
tion Accounting Manual is not directed 
to contracting officers although they 
should be familiar with it. The reports 
and procedures prescribed by the Man- 
ual will not limit or affect the authority 
of the contracting officer to negotiate 
termination settlements, [JTR 114.3] 


$ 841.115 Amendments of subchapter. 
This subchapter will be amended from 
time to time by the War and Navy De- 


* Filed as part of the original document. 
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partments jointly. Recommendations 
for amendments should be submitted 
through channels (a) in the War De- 
partment, to the Readjustment Division, 
ASF, or (b) in the Navy Department, to 
the Industrial Readjustment Branch, 
OP&M. [JTR 115] 


$ 841.116 Public distribution of regu- 
lation and revisions. War contractors 
may obtain copies of this regulation and 
revisions thereof by a written request to 
the Joint Army-Navy Termination Reg- 
ulation Distribution Office, Federal Office 
Building, 6th Floor, 90 Church Street, 
New York 7, New York. [JTR 116] 


SUBPART B—DEFINITIONS OF TERMS 
§ 841.121 Definitions. As used in this 


‘subchapter, the following terms shall 


have the following meanings. [JTR 121] 


§ 841.121-1 The act. The term “the 
act” means the Contract Settlement 
Act of 1944 (Public Law 395, 78th Con- 
gress, approved 1 July 1944). [JTR 
121.1] 


§ 841.121-2 Chief of service or bureau. 
The term “chief of service or bureau” 
includes (a) the chief of any technical 
service of the Army Service Forces, the 
Commanding General, Army Air Forces, 
and the Commanding General of any 
service command; (b) the chief of any 
bureau, board or office of the Navy De- 
partment, the Commandant, U. S. Ma- 
rine Corps, and the Commandant, U. 8. 
Coast Guard; and (c) except as other- 
wise expressly provided, any duly au- 
thorized representative of any of the 
foregoing. [JTR 121.2] 


§ 841.121.3 Common item. The term 
“common item” means any material 
which is normally usable both in con- 
nection with a terminated war contract 
and in connection with other work of 
the war contractor. [JTR 121.3] 


§ 841.121-4 Continued portion of con- 
tract. The term “continued portion of 
the contract” means that portion of a 
partially terminated war contract which 
is not already completed at the effective 
date of termination, and which the war 
contractor must continue to perform. 
[JTR 121.4] 


§ 841.121-5 Contracting officer. The 
term “contracting officer” means (a) the 
officer or employee who signs the prime 
contract in behalf of the Government or 
who is designated as such in the prime 
contract, and (b) any duly appointed 
successor or authorized representative of 
such a contracting officer. In the case 
of the War Department, the term in- 
cludes all persons within the definition 
contained in § 803.302 (c) of this chap- 
ter. [JTR 121.5] 


§ 841.121-6 Effective date of termina- 
tion and date fixed for termination, The 


terms “effective date of termination” and 
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“date fixed for termination” mean thé 
date upon which the notice of termina- 
tion first requires the war contractor 
(a) to reduce or stop deliveries under his 
contract, or (b) if no deliveries are being 
made or are called for under the con- 
tract, to reduce or stop performance 
under the contract. [JTR 121.6] 


§ 841.121-7 Industrial Readjustment” 


Branch, OP&M. The term “Industrial 
Readjustment Branch, OP&M” means 
the Assistant Chief of Procurement and 
Material for Industrial Readjustment, 
Navy Department. [JTR 121.7] 


§ 841.121-8 Interim financing. The 
term “interim financing” includes ad- 
vance payments, partial payments, loans, 
discounts, advances, and commitments 
in connection therewith, and guaranties 
of loans, discounts, advances, and com- 
mitments in connection therewith and 
any other ‘type of financing made in 
contemplation of or related to termina- 
tion of war contracts. [JTR 121.8] 


§ 841.121-9 Material. The term “ma- 
terial” includes any article, commodity, 
machinery, equipment, accessory, part, 
component, assembly, work in process, 
maintenance, repair and operating sup- 
plies, and any product of any kind. 
(JTR 121.9] 


§ 841.121-10 Navy material inspector. 
The term “Navy material inspector” 
means (a) an Inspector of Naval Mate- 
rial, a Naval Inspector of Ordnance, a 
Supervisor of Shipbuilding, an Inspector 
of Machinery, a Bureau of Aeronautics 
Representative, an Officer in Charge of 
Construction, or (b) any designated rep- 
resentative of any of the foregoing, or 
(c) any other officer designated by the 
chief of a bureau to perform the func- 
tions of Navy material inspector under 
this subchapter. [JTR 121.10] 


§ 841.121-11 Other work. The term 
“other work” means any work, whether 
Government or commercial, being done 
by a war contractor other than that re- 
lated to the terminated war contract 
under discussion. [JTR 121.11] 


§ 841.121-12 Prime contract. The 
term “prime contract” means any con- 
tract, agreement, purchase order, letter 
of intent, letter contract, or other pre- 
liminary contractual instrument, here- 
tofore or hereafter entered into by the 
War or Navy Department and connected 
with or related to the prosecution of the 
war. ([JTR 121.12] 


§ 841.121-13 Prime contractor. The 
term “prime contractor” means any 
holder of one or more prime contracts. 
(JTR 121.13] 


§ 841.121-14 Readjustment Division, 
ASF. The term “Readjustment Division, 
ASF” means the Director, Readjustment 
Division, Headquarters, Army Service 
Forces, or, with respect to the Army Air 
Forces, means the Director, as Special 


Representative of the Under Secretary of 
War. ([JTR 121.14] 


§ 841.121-15 Retain or retention. 
The terms “retain” or “retention” in- 
«clude any purchase, by the war con- 
tractor in possession, of termination in- 
ventory in which the Government has 
title or other interest, as well as the re- 
tention of termination inventory to which 
the contractor has title. [JTR 121.15] 


§ 841.121-16 Subcontract. The term 
“subcontract” means any _ contract, 
agreement, or purchase order, and any 
preliminary contractual instrument, 
heretofore or hereafter entered into to 
perform any work, or to make or furnish 


any material, to the extent that such” 


work or material is required for the per- 
formance of any one or more prime con- 
tracts or of any one or more other sub- 
contracts. [JTR 121.16] 


§ 841.121-17 Subcontractor. The 
term “subcontractor” means any holder 
of one or more subcontracts. [JTR 
121.17] 


§ 841.121-18 Terminated portion of 
the contract. The term “terminated 
portion of the contract” means that por- 
tion of a terminated war contract which 
does not relate either (a) to completed 
work or material delivered and accepted 
under the war contract or (b) to any 
continued portion of the war contract. 
(JTR 121.18] 


§ 841.121-19 Termination, terminate, 
and terminated. The terms “termina- 
tion”, “terminate”, and “terminated” re- 
fer to the termination or cancelation, in 
whole or in part, of work under a prime 
contract for the convenience or at the 
option of the Government (except for 
default of the prime contractor) or of 
work under a subcontract for any reason 
except the default of the subcontractor. 
121.19] 


§ 841.121-20 Termination claim. 
The term “termination claim” or “claim” 
means any claim or demand by a war 
contractor for fair compensation for the 
termination of any war contract and 
any other claim under a terminated war 
contract, which this subchapter author- 
izes to be asserted and settled in connec- 
tion with any termination settlement. 
{JTR 121.20) 


§ 841.121-21 Termination inventory. 
The term “termination inventory” means 
any materials (including a proper part 
of any common items) properly allo- 
cable to the terminated portion.of a war 
contract, except any machinery or 
equipment subject to a separate contract 
or contract provision specifically gov- 
erning the use or disposition thereof. 
121.21] 


$ 841.121-22 War contract. The 
term “war contract” means a prime con- 
tract or a subcontract. [JTR 121.22] 


§ 841.121-23 War contractor, The 
term “war contractor” means any holder 
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— or more war contracts. [JTR 
] 


§ 841.122 Determining amount of 
claim or settlement. When any action 
under this subchapter depends upon the 
amount of a termination claim or settle- 
ment, then, unless specifically provided 
otherwise, in determining the amount of 
the claim or settlement, (a) credits for 
retention or disposal of termination in- 
ventory allocated to the claim and ad- 
vance or partial payments shall not be 
deducted for the gross claim or settle- 
ment; but (b) amounts payable for com- 
pleted articles or work at the contract 
price, for the discharge of termination 
claims of subcontractors and for inter- 
est shall be deducted. When the action 
is authorized or required before the 
amount of the claim or settlement is fin- 
ally determined, the amount may be 
estimated. [JTR 122] 


SUBPART C—BASIC POLICIES 


§ 841.130 Scope. This subpart sum- 
marizes the basic policies of this sub- 
chapter designed to implement the ob- 
jectives of the act, and refers to the 
provisions of the subchapter carrying 
out these policies. [JTR 130] 


$ 841.131 Objectives of the act. Sec- 
tion 1 of the act declares that the objec- 
tives of the act are: 


(a) to facilitate maximum war production 
during the war, and to expedite reconversion 
from war production to civilian production | 
as war conditions permit; 

(b) to assure to prime contractors and 
subcontractors, small and large, speedy and 
equitable final settlement of claims under 
terminated war contracts, and adequate in- 
terim financing until such final settlement; 

(c) to assure uniformity among Govern- 
ment agencies in basic policies and adminis- 
tration with respect to such termination sete 
tlements and interim financing; 

(d) to facilitate the efficient use of santos 
rials, manpower, and facilities for war and 
civilian purposes by providing prime contrac- 
tors and subcontractors with notice of termi- 
nation of their war contracts as far in ad- 
vance of the cessation of work thereunder as 
is feasible and consistent with the national 
security; 

(e) to assure the expeditious removal from 
the plants of prime contractors and subcon- 
tractors of termination inventory not to be 
retained or sold by the contractor; 

(f) to use all practicable methods com- 
patible with the foregoing objectives to pre- 
vent improper payments and to detect and 
prosecute fraud. 


131] 


§ 841.132 . Prompt cessation of work. 
The purpose of terminating war con- 
tracts is to prevent unnecessary expense 
to the Government and waste of mate- 
rials, manpower and facilities. To ac- 
complish this purpose, prime contracts 
to be terminated must be carefully se- 
lected, and their termination must be 
well planned. In addition, all work un- 
der the terminated prime contract, 
whether performed by the prime con- 
tractor or by a subcontractor, must be 
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stopped promptly, unless the contract- 
ing officer permits some work in process 
to be completed in accordance with 
$$ 842.241-2 and 842.241-3. Part 842 
of this subchapter prescribes the pro- 
cedures to carry out these objectives. 
[JTR 132] 


§ 841.133 Expeditious settlements. 
When a war contract is terminated, the 
basic objective is to make a fair and 
prompt settlement with the war contrac- 
tor to compensate him for the work done 
and the preparations made for the ter- 
minated part of the contract. This can 
be done most effectively by negotiated 
agreement based on adequate informa- 
tion. The termination claims and data 
submitted by war contractors must be in- 
telligently reviewed but detailed auditing 
must be reduced to the minimum in order 
to avoid delay and waste of accounting 
personnel. Part 845 prescribes the gen- 
eral policies and procedures designed for 
this purpose. Part 847 states in detail the 
procedures applicable to settlements with 
prime contractors. [JTR 133] 


§ 841.134 Settlements with subcon- 
tractors. To assure subcontractors fair 
and speedly settlements of their claims, 
prime contractors and intermediate sub- 
contractors must be pressed to make set- 
tlements with their subcontractors 
promptly, and, in some cases, the Govern- 
ment must undertake to make such set- 
tlements. In addition to the general 
policies and procedures prescribed in 
Part 845, procedures peculiar to subcon- 
tracts are prescribed in Part 846. [JTR 
134] 


§ 841.135 Inventory disposition. The 
prompt disposition of termination inven- 
tory is essential. Uniess the war con- 
tractor desires to retain it, the termina- 
tion inventory must be promptly disposed 
of or taken over by the Government. Ex- 
peditious disposition of termination in- 
ventories also makes them available for 
other productive use as soon as possible. 
Part 844 deals with this subject. [JTR 
135] 


§ 841.136 Interim financing. The act 
entitles war contractors to adequate in- 
terim financing pending the final set- 
tlement of their claims. Speedy settle- 
ments will reduce the need for such in- 
terim financing, but many war contrac- 
tors will require it. Accordingly, the pro- 
visions of the act for partial payments 
and guaranteed loans must be fully ap- 
plied in accordance with Part 843. [JTR 
136] 


§$ 841.137 Importance of uniform pro- 
cedures. Uniformity of procedures will 
facilitate the prompt and equitable set- 
tlement of war contracts. It will enable 
war contractors concerned with more 
than one Department or with more than 
one service or bureau within either De- 
partment to use substantially the same 
methods in terminating and settling war 
contracts pertaining to any of them, 


Such uniformity will permit war contrac- 
tors to set up their own internal arrange- 
ments for this work on a more efficient 
basis. It will also assist the Departments 
in giving all war contractors fair and 
equal treatment. The chief of each serv- 
ice or buréau will see that termination 
procedures employed in his service or 
bureau carry out the policy of uniformity 
stated in this section. [JTR 137] 


§ 841.138 Prevention of fraud. The 
prevention of fraud is treated in the fol- 
lowing sections. [JTR 138] 


§ 841.138-1 Statutory provisions. (a) 
Section 19 (c) and (d) of the act im- 
poses severe penalties on any person who 
‘directly or indirectly makes or presents 
to any Government agency any claim, 
statement, or account, knowing the same 
to be false, or to be based on any false 
statement or entry, or who covers up or 
conceals any material fact, or who uses 
or engages in any other fraudulent de- 
vice for the purpose of securing or ob- 
taining for any person any benefit from 
any Government agency in connection 
with the award, performance, termina- 
tion or settlement of a contract with 
the United States or with any other per- 
son, or who enters into an agreement, 
combination, or conspiracy so to do. 

(b) Sections 16 (b) and 18 (e) of the 
act relate to settlements induced by 
fraud, and provides for appropriate ac- 
tion in such cases. [JTR 138.1] 


§ 841.138-2 Duty to report fraud. 
Accordingly, where any contracting 
officer, or any other officer or employee 
of the War or Navy Department, has 
reason to believe that there has been a 
violation of section 19 (c) or (d) of the 
act or that any settlement to which the 
Department is a party was induced by 
fraud, he shall make a prompt report 
of all the pertinent facts. “In the War 
Department, such report will be trans- 
mitted through channels to the Under 
Secretary of War in accordance with 
§ 811.1121 of this chapter. In the Navy 
Department, such report shall be made 
to counsel for the bureau. [JTR 138.2] 


SUBPART D—ADMINISTRATION OF 
TERMINATIONS 


§ 841.140 Scope. This subpart out- 
lines the respective functions of the Di- 
rector of Contract Settlement, the Re- 
. adjustment Division, ASF, and Industrial 
Readjustment Branch, OP&M, and the 
ay of each service or bureau. [JTR 
140] 


§ 841.141 Office of Contract Settle- 
ment. The functions of the Office of 
Contract Settlement are outlined in the 
following sections. [JTR 141] 


§ 841.141-1 Creation. The act estab- 
lishes an Office of Contract Settlement 
headed by the Director of Contract Set- 
tlement, and a Contract Settlement Ad- 
visory Board composed of the Director 
and representatives of the principal con- 
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tracting agencies and of the Department 
of Justice. [JTR 141.1] 


§ 841.141-2 Regulations of Director. 
(a) The act empowers the Director to is- 
sue general orders or general regula- 
tions prescribing policies, principles, 
methods, procedures, and standards to 
govern the exercise of the authority and 
discretion and the performance of the 
duties and functions of the various Gov- 
ernment agencies under the act. 

(b) To the extent applicable to War 
and Navy Department activities, the reg- 
ulations of the Director will be embodied 


or effectuated in this subchapter. [JTR 
141.2] 
§ 841.141-3 Liaison with office. The 


Readjustment Division, ASF, and the In- 
dustrial Readjustment Branch, OP&M, 
will maintain liaison between the War 
and Navy Departments and the Office of 
the Director of Contract Settlement, and 
will clear all matters of policy arising in 
connection with that office. [JTR 141.3) 

§ 841.142 “Departmental responsibility 


for termination policy. The departmen- 
tal responsibility for termination policy 


is set forth in the following sections, ~ 


(JTR 142) 


§ 841.142-1 War. (a) The duty of 
formulating policy with respect to ter- 
minations has been placed by the Under 
Secretary of War in the Director, Read- 
justment Division, Headquarters, Army 
Service Forces, acting under the super- 
vision of the Director of Matériel in mat- 
ters relating to the Army Service Forces, 
and as the Special Representative of the 
Under Secretary of War in matters re- 
lating to the Army Air Forces. 

(b) Staff supervision of terminations 
in the Army Service Forces is assigned to 
the Director of Matériel who will coordi- 
nate the activities of all headquarters 
staff divisions relating to this subject 
through the Readjustment Division, 
ASF, With respect to the Army Air 
Forces, staff supervision of terminations 
is vested in the Commanding General, 
Army Air Forces; who acts with respect 
to such matters through the Assistant 
Chief of Air Staff, Matériel and Services. 

(c) Within policies prescribed by the 
Readjustment Division, ASF, the Office 
of the Fiscal Director has staff responsi- 
bility for developing and coordinating 
procedures for termination accounting 
and auditing, and the training of per- 
sonnel for these purposes. On matters 
affecting the Army Air Forces, the Fiscal 
Director coordinates with the Command- 
ing General of the Army Air Forces. 
(JTR 142.1] 


§ 841.142-2 Navy. Responsibility for 
the establishment, supervision, and co- 
ordination of all policies and procedures 
with respect to terminations is placed by 
the Secretary of the Navy in the Assist- 
ant Chief of Procurement and Matériel 
Readjustment, [JTR 

2] 
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§ 841.143 Delegation of authority. (a) 
The policy of the War and Navy Depart- 
ments is to delegate to the chiefs of the 
several services and bureaus the admin- 
istration of contract terminations as 
fully as possible, 

(b) The chief of each service or bu- 
reau may exercise the authority to ter- 
minate contracts and the authority and 
discretion under the Contract Settlement 
Act of 1944 to the extent necessary to 
carry out this regulation. No approval 
of any higher authority is required for 
any action authorized or prescribed by 
this subchapter unless the regulation 
expressly so requires. 

(c) The chief of each service or bureau 
may redelegate any authority or discre- 
tion granted to him by this subchapter, 
with or without authority to make suc- 
cessive redelegations, except where ac- 
tion is explicitly required to be taken by 
the chief of the service or bureau him- 
self or by a specified officer or employee 
within his service or bureau. [JTR 143] 


§ 841.144 Authority to supplement 
and deviate from this subchapter. Au- 
thority to supplement and deviate from 
the regulations in this subchapter is set 
forth in the following sections. [JTR 
144) 


§841.144-1 Supplementary proce- 
dures. Subject to the provisions of 
§§ 841.137 and 841.1444, the chief of 
each service or bureau may prescribe 
supplementary procedures for his serv- 
ice or bureau, consistent with the pro- 
visions of this subchapter. Such sup- 
plementary procedures shall not modify 
or restrict the general application of this 
subchapter except as to matters specifi- 
cally within the discretion of the chief of 
the service or bureau under this subchap- 
ter. [JTR 144.1] 


§ 841.144-2 Authority of service or 
bureau to vary procedures. (a) Subject 
to the basic policies stated in §§ 841.131 
to 841.138, and to the provisions of 
§ 841.1444, the chief of each service or 
bureau may authorize variations from 
the procedures herein prescribed in any 
case or class of cases, unless such varia- 
tion involves a substantial deviation 
from this subchapter. 

(b) In determining whether a sub- 
stantial deviation is involved, the chief 
of the service or bureau will consider 
whether the variation: 

(1) Conflicts with a policy stated in 
this subchapter; 

(2) Involves a decision on an impor- 
tant question of policy which has not 
theretofore been passed upon by higher 
authority; 

(3) Involves a decision on any matter 
in which uniformity among the several 
Services and bureaus is desirable; 

(4) Involves a decision on an impor- 
tant or doubtful question of law, cost in- 


terpretation, accounting practice or fis- 
cal policy; 

(5) Will tend to set a precedent which 
may be undesirable in other cases. 

(c) In any case where a substantial 
deviation from this subchapter is in- 
volved, such deviation may be made only 
with the approval of the Readjustment 
Division, ASF, or the Industrial Read- 
justment Branch, OP&M, which will ob- 
tain any appropriate concurrences which 
in its judgment are desirable. [JTR 
144.2] 


§ 841.144-3 Authority of Readjust- 
ment Division, ASF, and Industrial Re- 
adjustment Branch, OP&M. The Read- 
justment Division, ASF, or the Industrial 
Readjustment Branch, OP&M, may au- 
thorize: 

(a) Any deviation from the provisions 
of this subchapter in any case or class 
of cases; 

(b) Such action or procedures as it 
deems appropriate in any case or class of 
cases where this subchapter does not 
adequately cover the problems raised. 
(JTR 144.3] 


§ 841.144-4 Clearance of service and 
bureau regulations and directives. (a) 
All directives of general application pro- 
posed to be issued under this subchapter 
by the chief of a bureau of the Navy De- 
partment, or pursuant to his authority, 
shall be submitted for approval, before 
issuance, to the Industrial Readjustment 
Branch, OP&M. 

(b) The chief of each service of the 
War Department will report to the Read- 
justment Division, ASF, all regulations 
of general application issued by him or 
pursuant to his authority under this sub- 
chapter. [JTR 144.4] 


§ 841.145 Terminationpersonnel. 
Termination personnel is discussed in 
the following sections. 145] 


§ 841.145-1 War. The chief of each 


service will provide, so far as possible, in — 


each contracting office, district office, or 
area office which is delegated authority 
with respect to termination settlements, 
adequate and competent technical, legal, 
accounting and other personnel to pro- 
tect the interests of the Government. 
[JTR 145.1] 


$ 841.145-2 Navy. (a) The chief of 
each bureau engaged in contract termi- 
nation or property disposition shall es- 
tablish with respect to activities under 
his jurisdiction a unit or units which 
shall have the responsibility for, and the 
supervision of, contract termination and 
property disposition. The Chief of the 
Bureau of Supplies and Accounts shall 
establish similar units for purchasing 
activities in the field. 

(b) The chiefs of the several bureaus 
and the Director of the Inspection Ad- 
ministration of the Office of Procurement 
and Material shall establish, in the sev- 
eral field inspection activities of the Navy 
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Department, units which shall have the 
responsibility for, and supervision of, the 
contract termination and property dis- 
position functions of Navy material in- 
spectors. 

(c) The Director of the Cost Inspec- 
tion Service shall establish in such of its 
offices as he shall deem necessary a unit 
to coordinate the functions of that of- 
fice concerning contract termination. He 
shall also designate representatives to 
act as liaison officers with the termina- 
tion units established in accordance with 
paragraphs (a) and (b) above. Such 
representatives shall act as advisors to 
such units with respect to the establish- 
ment of procedures for the review of ter- 
mination claims, the application of ac- 
cepted accounting principles, and all 
other accounting problems resulting 
from terminations. Except where other 
qualified accounting personnel is regu- 
larly used by a bureau, the Cost Inspec- 
tion Service has the responsibility of 
making office accounting reviews of set- 
tlement proposals as required by this 
regulation and, to the extent requested by 
contracting officers, of making any field 
accounting reviews or audits. 

(d) The Director of the Navy Material 
Redistribution and Disposal Administra- 
tion, Bureau of Supplies and Accounts, 
(herein referred to as the “NMR&DA”) 
shall designate representatives to act as 
liaison officers with the termination units 
established in accordance with para- 
graphs (a) and (b) above. The NMR&DA 
is the central agency for the disposition, 
storage and removal of termination in- 
ventory for the entire Naval Establish- 
ment. 145.2] 


§ 841.146 Freedom of Government 
officers and employees from personal lia- 
bility. Freedom of Government officers 
and employees from persona! liability is 


set forth in the following sections. [JTR 
146) 
§ 841.146-1 For payments. (a) Sec- 


tion 15 (a) of the act provides as follows: 


Sec. 15. (a) Whenever any payment is 
made from Government funds to any war 
contractor or other person as an advance, 
partial or final payment on any termination 
claim, or pursuant to any loan, guaranty, or 
agreement for the purchase of any loan, or 
any commitment in connection therewith, 
entered into by the Government, no officer 
or other Government agent authorizing or 
approving such payment or settlement, or 
certifying the voucher for such payment, or 
making the payment in accordance with a 
duly certified voucher, shall be personally 
liable for such payment, in the absence of 
fraud on his part. In settling the accounts 
of any disbursing officer the General Account- 
ing Office shall allow any such disbursements 
made by him notwithstanding any other 
provisions of law. 


(b) This provision relieves any Gov- 
ernment officer or agent authorizing, ap- 
proving, certifying, or making payment 
on any termination claim or on any in- 
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terim financing, or authorizing or ap- 
proving any settlement, from personal 
financial liability for such payment ex- 
cept for his own fraud. Thus, an officer 
or employee will not be personally liable 
for mistakes of judgment or errors made 
in good faith in connection with termi- 
nation payments or settlements or in- 
terim financing. [JTR 146.1] 


§ 841.146-2 For property disposal. 
Section 26 (a) of the Surplus Property 
Act of 1944 (Public Law 457, 78th Con- 
gress, approved 3 October 1944) provides 
as follows: 

Sec. 26. (a) Where any property is dis- 
posed of in accordance with this Act and 
any regulations prescribed under this Act, 
no officer or employee of the Government 
shall (1) be liable with respect to such dis- 
position except for his own fraud or (2) be 
accountable for the collection of any pur- 
chase price which is determined to be uncol- 
lectible by the agency responsible therefor. 


[JTR 146.2] 


§ 841.147 Assistance to contractors. 
Assistance to contractors is set forth 
in the following sections. [JTR 147] 


§ 841.147-1 Statutory provision. Sec- 
tion 20 (f) of the act provides as follows: 

(f) Any contracting agency may authorize 
or direct its officers and employees, as a part 
of their official duties, to advise, aid, and 
assist war contractors in preparing and pre- 
senting termination claims, in obtaining in- 
terim financing, and in related matters, to 
such extent as it deems desirable. Such 
advice, aid, or assistance shall not constitute 
a violation of Section 109 of the Criminal 
Code (18 U. S. C. 198) or of any other law, 
provided the officer or employee does not 
receive therefor benefit or compensation of 
any kind, directly or indirectly, from any 
war contractor. 


(JTR 147.1] 


§ 841.147-2 Duty to assist. To expedite 
settlements, war contractors must un- 
derstand the policies and procedures ap- 
plicable to terminations. As a part of 
their official duties, officers and em- 
ployees engaged in termination activi- 
ties for the War and Navy Departments 
will advise, aid and assist war contrac- 
tors in preparing and presenting termi- 
nation claims, in obtaining interim fi- 
nancing, and in related matters, but will 
not accept therefor, benefit or compensa- 
tion of any kind, directly or indirectly, 
from any war contractor. The chief of 
any service or bureau may prescribe 
methods for the giving of such advice, 
aid or assistance by officers or employees 
under his supervision, and may impose 
such restrictions thereon as he deems 
necessary. [JTR 147.2] 


§ 841.148 Supervision of administra- 
tion. (a) The act places directly on the 
War and Navy Departments and other 
contracting agencies responsibility for 
protecting the Government’s interest in 
making termination settlements and in- 


terim financing. The Comptroller Gen- 
eral is authorized to investigate com- 
pleted settlements for the purpose of (1) 
determining whether payments conform 
to the settlement, or the settlement was 
induced by fraud, and (2) reporting to 
Congress on whether the settlement 
methods and procedures used by the con- 
tracting agencies are designed to achieve 
expeditious and fair settlements and are 
followed with care and efficiency and 
adequately protect the interest of the 
Government. 

(b) The chief of each service or bureau 
will establish procedures for regular 
checks by his office of the administra- 
tion of terminations by each procure- 
ment office or termination unit under his 
direction, including review of samples of 
settlements and interim financing, to 
insure that its termination settlements 
are being made expeditiously, are fair to 
the Government and to war contractors, 
and conform to existing regulations. 

(c) The chief of each service or bureau 
will be prepared to report periodically on 
the procedures established by him to dis- 
charge his responsibilities under this 
section and on the results of the 
checks on individual procurement cffices 
or termination units. [JTR 148] 


§ 841.149 Existing contracts not im- 
paired. In accordance with section 20 
(e) of the act, the act and this subchap- 
ter do not impair or modify any war 
contract or any term or provision of any 
war contract or any assignment of any 
claim under a war contract, without the 
consent of the parties thereto, if the war 
contract, or the term, provision, or as- 
signment thereof, is otherwise valid. 
[JTR 149] 
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structions. 


$ 842.200 Scope of part. 
covers the preliminary procedures and 
planning involved in the termination of 
prime contracts, the preparation of the 
notice of termination, and the steps to 
be taken by the contracting officer and 
prime contractor immediately after the 
service of the notice of termination. 
(JTR 200] 


SUBPART A—-AUTHORITY FOR TERMINATIONS 


§ 842.210 Scope. This subpart deals 
with the authority to terminate prime 
contracts either under contract articles 
giving the Government that option or in 
the absence of such contract provisions. 
(JTR 210] 


§ 842.211 Authority of service or bu- 
reau to terminate. The authority of a 
service or bureau to terminate contracts 
is set forth in the following sections. 
[JTR 211] 


$ 842.211-1 War. The chief of each 
service may terminate, in accordance 
with the provisions of this subchapter, 
any prime contract under his adminis- 
tration regardless of the amount of such 
contract and even though the contract 
expressly requires the approval of ‘the 
Secretary of War for its termination. 
(JTR 211.1] 


§ 842.211-2 Navy. As a general rule, 
the chief of the bureau which executed 
a prime contract has the responsibility 
for its termination, in accordance with 
the provisions of this subchapter. In 
those cases, however, where a bureau 
other than the bureau which executed 
a contract participated in the negotia- 
tion or preparation thereof, or where 
the materials covered by a contract are 
part of a general procurement program 
of such other bureau, the chief of that 
other bureau may assume the responsi- 
bility for the termination of the con- 
tract, in accordance with the provisions 
of this subchapter. The assumption of 
such responsibility must be exercised 
either before or promptly after the de- 
cision has been made to terminate the 
contract and should be accomplished by 
notification to the bureau which executed 
the contract, which shall take all action 
necessary to effect the transfer of au- 
thority and responsibility. The transfer 
of responsibility from the chief of the bu- 
reau which executed the contract shall 
not be effected until the notification has 
been received by that bureau. [JTR 
211.2] 


§ 842.212 Prime contract articles for 
termination. Prime contract articles for 
terminations are discussed in the follow- 
ing sections. [JTR 212] 


§ 842.212-1 Use of provisions. In the 
larger prime contracts the Government 
has generally reserved the right to termi- 


This part” 
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nate the contract in accordance with a 
termination article. The forms of the 
termination articles used in such con- 
tracts have changed from time to time. 
In considering the rights of the Gov- 
ernment with respect to the termination 
of any prime contract, the terms of the 
termination article should be examined 
with care. [JTR 212.1] 


§ 842.212-2 Current approved forms 
of termination articles. (a) The follow- 
ing are approved forms of termination 
articles for prime contracts with the War 
or Navy Department: 

(1) The uniform article for fixed-price 
supply contracts set forth in § 849.931 
of this subchapter; 

(2) The uniform article for cost-plus- 
a-fixed-fee supply contracts set forth in 
§ 849.932 of this subchapter. 


(b) For the War Department, the fol- 
lowing additional forms of termination 
articles are approved forms for prime 
contracts: 

(1) The form for fixed-price construc- 
tion contracts set forth in § 849.933 of 
this subchapter; 

(2) For cost-plus-a-fixed-fee con- 
struction contracts, the uniform article 
set forth in § 849.932 of this subchapter 
is the approved form; 

(3) The form for letter orders for sup- 
plies with no price stated or for letter 
orders for fixed-price or cost-plus-a- 
fixed-fee construction contained in 
§ 849.935-1; 

(4) The form for letter orders for sup- 
plies with the price stated contained in 
§ 849.935-2; 

(5) Forms for laundry contracts and 
other types of service contracts have 
been specially approved frcm time to 
time. 

(c) For the Navy Department, the ap- 
proved forms of termination articles for 
classes of contracts, such as construction 
contracts, vessel contracts, letters of in- 
tent or other preliminary contractual 
instruments, for which the use of the 
uniform articles specified in paragraph 
(a) is not required, are the forms cur- 
rently in use by the several bureaus as 
approved by counsel for such bureaus. 
Such counsel will not approve the uni- 
form termination articles specified in 
paragraph (a) of this section for use in 
any letter of intent or other preliminary 
contractual instruments, but may ap- 
prove an appropriate termination article 
therefor containing a provision allow- 
ing such profit on termination as may be 
reasonable under the circumstances. 

(d) As used in this subchapter, the 
term “approved termination articles” re- 
fers to the articles specified in para- 
graphs (a), (b) and (c) above; and any 
pretermination settlement agreements 
approved from time to time under 
§ 842.227. [JTR 212.2] 


§ 842.212-3 Deviations from approved 
termination articles. (a) No deviations 
from the form of approved termination 
articles shall be made without the ap- 
proval (1) for the War Department, of 
the Director, Purchases Division, Head- 
quarters, Army Service Forces, or the 
Legal Assistant, or Chief, Legal Branch, 
Office of Director of Matériel, Headquar- 
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ters, Army Service Forces, or (2) for 
the Navy Department, of the Office of 
the General Counsel, 

(b: Any deviation from an approved 
article or any substitute therefor au- 
thorized under paragraph*(a) shall be 
considered as an approved article for 
the purpose of this subchapter. [JTR 
212.3) 


§ 842.213 Amendments of prime con- 
tracts to insert current approved termi- 
nation articles. Amendments of prime 
contracts in order to insert current ap- 
proved termination articles are treated 
in the following sections. [JTR 213] 


§ 842.213-1 General policy. (a) 
Where any war contract does not provide 
for or provides against fair compensa- 
tion for its termination, section 6 (g) 
of the act requires the departments to 
agree to, authorize, approve, or ratify, 
its amendment to provide for such fair 
compensation. 

(b) The approved termination articles 
currently authorized provide fair com- 
pensation for termination. Amend- 
ments of prime contracts to include such 
approved articles, whether or not they 
contain earlier forms of termination 
articles, will facilitate prompt settle- 
ments, promote uniform procedures, 
avoid delay and administrative difficul- 
ties, and carry out the objectives of the 
act. 

(c) Accordingly, whenever practi- 
cable, each service or bureau will give 
prime contractors an opportunity to 
amend outstanding prime contracts to 
include the latest form of appropriate 
termination article. [JTR 

13.1) 


§ 842.213-2 Amendments of fized- 
price and cost-plus-a-fixed-fee prime 
contracts. The chief of any service or 
bureau may amend any fixed-price or 
cost-plus-a-fixed-fee prime contract at 
any time to insert therein the current 
approved termination article appropriate 
for that type of contract. Wherever 
practicable, such amendments will be 
made before giving. formal notice of 
termination, but may be made after the 
notice is given. [JTR 213.2] 


§ 842.213-3 Amendment of letter or- 
ders. (a) As used in this section the 
term “letter order” includes letter con- 
tracts, letters of intent and letter pur- 
chase orders. 

_(b) The chief of any service or bureau 
may amend any letter order to include 
therein the appropriate approved termi- 
nation article. Whenever practicable, 
such amendments will be made before 
the giving of notice of termination, but 
May be made after the notice is given. 

(c) The execution of a definitive con- 
tract will not be delayed by the amend- 
ments authorized by this section. (See 
§ 845.533-4.) ([JTR 213.3] 


§ 842.213-4 Procedure for amend- 
ment. (a) Each amendment pursuant 
to §§ 842.213-2 and 842.213-3 will recite 
that it is made pursuant to the Contract 
Settlement Act of 1944. A form of sup- 
plemental agreement appropriate to 
amend prime contracts for this purpose 
is set out in § 849.937, 


(b) Before making any such amend- 
ment, each surety or guarantor should 
be notified, if the surety or guarantee 
agreement so requires, and the assent of 
any assignee, who has given notice under 
the Assignment of Claims Act, should be 
obtained where possible. [JTR 213.4) 


§ 842.214 Authority to terminate 
prime contracts without termination 
articles. Authority to terminate prime 
contracts without termination articles is 
set forth in the following sections. [JTR 
214] 


§ 842.214-1 Termination by agree- 
ment. When the Government desires to 
terminate a prime contract containing 
no termination article, the chief of the 
service or bureau may agree with the 
contractor for the termination of the 
contract and for its settlement upon 
such terms as he deems for the best 
interest of the Government, and consist- 
ent with the provisions of this subchap- 
ter. ([JTR 214.1] 


§ 842.214-2 Termination without 
agreement. (a) If such a prime contract 
cannot be terminated by agreement, the 
chief of the service or bureau concerned 
may authorize the contracting officer to 
order the contractor to discontinue fur- 
ther performance. In the Navy Depart- 
ment, the chief of.a bureau will exercise 
this authority only after the matter has 
been referred to counsel for the bureau 
for advice and the preparation of the 
termination notice. 

(b) With the notice to discontinue 
performance or promptly thereafter, the 
contractor shall be requested to amend 
his contract to include the appropriate 
termination article pursuant to § 842.213. 
If he does so, he should be notified to ter- 
minate the contract under the article as 
of the effective date of the order to dis- 
continue performance and his termina- 
tion claim should be settled in accord- 
ance with the article. 

(c) If the contractor refuses so to 
amend, the chief of the service or bureau 
shall record and preserve a statement of 
the circumstances and reasons leading to 
the action and of the grounds on which 
such action was determined to be in the 
interests of the Government. In such 
cases, the chief of the service or bureau 


may settle with the contractor by agree- . 


ment in accordance with § 842.214-1. 

(d) Where the contractor refuses to 
agree to a settlement, the chief of the 
service or bureau will prepare and deliver 
findings of the amount due on the ter- 
mination claim in accordance with the 
formula contained in the appropriate ap- 
proved termination article and the pro- 
cedure prescribed in § 847.750 and fol- 
lowing. [JTR 214.2] 


§ 842.215 Terminations of prime con- 
tracts where default exists. Termina- 
tions of prime contracts where default 
exists are discussed in’ the following sec- 
tions. [JTR 215] 


§ 842.215-1 Terminations during hos- 
tilities. Notwithstanding any default 
under a prime contract, the chief of the 
service or bureau charged with its ad- 
ministration may terminate the contract 
under the contract article providing for 
termination for the convenience of the 
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Government, instead of for default, 
whenever he considers (a) that any de- > 
. fault of the contractor has not been 
gross or willful and has not caused sub- 
stantial injury to the Government, and 
(b) that the use oK.that termination 
article will be equitable under all the 
circumstances, 215.1] 


§ 842.215-2 Terminations of complete 
programs or at the end of hostilities. (aq) 
Under the uniform prime contract ter- 
mination articles, the contract must be 
terminated in accordance with the arti- 
cle even though the prime contractor is 
in default, if the termination is simul- 
taneous with, a part of, or in connection 
with, a general termination: 

(1) Of all or substantially all of a 
group or class of contracts made by the 
War or Navy Department for the same 
product or for closely related products, 
or 

(2) Of war contracts at or about the 
time of or following the cessation of the 
present hostilities, or any large part 
thereof, 


unless the contracting officer finds that 
the contractor is then in gross or wilful 
default under the contract. 

(b) Certain of the other or earlier 
forms of termination articles contain 
somewhat similar provisions applicable 
to terminations at the cessation of hos- 
tilities. 

(c) The chief of any service or bureau 
will follow the contract provisions re- 
ferred to in paragraphs (a) and (b) 
above, whenever they become applicable, 
(JTR 215.2] 


§ 842.216 Reductions in quantity un- 
der “Changes” articles or by agreement; 
changes in specifications. Reductions in 
quantity and changes in specifications 
are treated in the following sections, 
(JTR 216] 


§ 842.216-1 When reductions permit- 
ted. (a) Certain War and Navy De- 
partments prime contracts contain a spe- 
cial “Changes” article which authorizes 
the Government, under certain condi- 
tions, to reduce by a change order the 
quantity of supplies to be delivered under 
the contract. Such a reduction is 4 
method of termination, and is subject to 
the provisions of § 842.233 requiring clear- 
ance with the War Production Board. 

(b) Where a reduction in the quantity 
of supplies to be delivered under a prime 
contract appears likely to involve sub- 
stantial or complicated problems regard- 
ing termination inventories or claims by 
subcontractors, such reduction should 
ordinarily be effected as a partial ter- 
mination pursuant to the termination 
article contained in the contract. Where 
no such substantial or complicated prob- 
lems exist, such a reduction in the quan- 
tity of supplies may be effected under the 
special “Changes” article or any similar 
article. 

(c) Where a prime contract does not 
contain such a “Changes” article, reduc- 
tions may be made under the same con- 
ditions by supplemental agreement wi 
the consent of the contractor. Before 


making any such agreement, each surety 
or guarantor should be notified, if the 
surety or guarantee agreement so re 


ted 
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quires, and the assent of any assignee, 
who has given notice under the Assign- 
ment of Claims Act, should be obtained 
where possible. (JTR 216.1] 


$ 842.216-2 Compensation for such re- 
ductions. (a) When any such reduction 
is made under a “Changes” article or by 
supplemental agreement, the prime con- 
tractor may be compensated therefor by 
an equitable adjustment in the contract 
price without conforming to the proce- 
dures in this subchapter; but the pro- 
visions of this subchapter may be used 
as a guide in making the adjustment. 

(b) Such an equitable adjustment 
should compensate the contractor fairly 
for the reduction, taking into account 
the types of costs, allocable to the reduc- 
tion, recognized by the statement of 
principles Yor determination of costs 
upon termination of fixed-price con- 
tracts (§ 845.551), although it is not 
strictly applicable to such adjustments. 
In making the equitable adjustment, any 
excess inventory resulting from the re- 
duction should be considered and ac- 
counted for in conformity with Part 844. 
The adjustment may be a lump sum or 
a change in the unit price or both. In 
the War Department, the adjustment 
should be made in conformity with the 
procedures prescribed in § 812.1231 of 
this chapter. 

(c) In the event of failure to agree on 
the adjustment in any such case, the 
contracting officer will make formal find- 
ings of the amount due substantially in 
accordance with § 847.750 and the fol- 
lowing sections, insofar as applicable. 
Since such reduction constitutes a ter- 
mination under the act, the prime con- 
tractor will be entitled to appeal from 
such findings or sue in accordance with 
section 13 of the act. 

(d) Where the adjustment involves a 
payment of more than $25,000, computed 
in accordance with § 841.122, it is subject 
to review under § 845.582. [JTR 216.2] 


§ 842.216-3 Changes in specifications. 
(a) Any modification of a war contract 
pursuant to its terms for the purpose of 
changing plans and specifications, with- 
out substantially reducing its extent, is 
exempted from the provisions of the act 
except to the extent that some or all its 
provisions are made applicable to any 
such modifications by the chief of any 
service or bureau. | 

(b) In making such modifications, the 
chief of any service or bureau is not re- 
quired to conform to the provisions of 
this subchapter. He may do so, however, 
to the extent he deems appropriate and 
should ordinarily do so where the mod- 
ification is likely to involve substantial 
or complicated problems regarding in- 
ventory, subcontract claims, or obso- 
lescence, [JTR 216.3] 


$ 842.217 Use of suspensions of per- 
formance. The use of suspensions of 
esc is treated below. (JTR 


$ 842.217-1 Statutory provision. Sec- 
tion 11 (b) of the act provides as follows: 


Whenever a contracting agency hereafter 
directs a e contractor to cease or sus- 
pend all @ substantial part of the work 


under a prime contract, without terminating 
the contract, then, unless the contract pro- 
vides otherwise, (1) the contracting agency 
shall compensate the contractor for rea- 
sonable costs and expenses resulting from 
such cessation or suspension, and (2) if 
the cessation or suspension extends for thirty 
days or more, the contractor may elect to 
treat it as a termination by delivering writ- 
ten notice of his election so to do to the 
contracting agency, at any time before the 
contracting agency directs the prime con- 
tractor to resume work under the contract. 


(JTR 217.1] 


§ 842.217-2 Where suspensions au- 
thorized. (a) Contracting officers should 
ordinarily not direct a prime contractor 
to suspend performance while attempt- 
ing to decide whether to terminate a par- 
ticular contract. Generally, such sus- 
pension results in confusion to the con- 
tractor, increased costs to the Govern- 
ment, and disorganization of the con- 
tractor’s working forces and operations, 

(b) Occasionally, however, special cir- 
cumstances may justify an order to a 
contractor to suspend performance: 

(1) Where termination is under con- 
sideration, the contracting officer may 
order a suspension when he is certain 
that the resulting cost to the Govern- 
ment will be substantially less than 
either (i) allowing the performance of 
the contract to continue, or (ii) effecting 
its immediate termination. 

(2) Where a termination has definitely 
been decided upon, the contracting of- 
ficer may order a short suspension to af- 
ford an opportunity to make appropriate 
arrangements with the contractor be- 
fore giving formal] notice of termination. 
This may be done by a letter, conference, 
or telegram. This method should be 
used only where it is certain that the 
contract will be terminated in whole 
or in part in the manner stated in the 
notice of suspension. [JTR 217.2] 


§ 842.217-3 Terms of suspension, 
(a) Where a suspension is ordered, the 
contracting officer: 

(1) Should discuss with the prime con- 
tractor the nature and terms of the sus- 
pension and reduce such terms to writ- 
ing; and 

(2) Should limit the duration of the 
suspension and not delay the decision as 
to termination. 

(b) If possible, the contracting officer 
should negotiate with the contractor a 
supplemental agreement covering the 
terms of the suspension. If the prime 
contract does not already contain a ter- 
mination article substantially in the form 
currently approved, the agreement 
should insert the appropriate approved 
article. 

(c) Unless the prime contract or sup- 
plemental agreement provides otherwise, 
the contractor may elect to treat any sus- 
pension, extending for thirty days or 
more, as a termination. Whether the 
contract is reinstated or terminated, the 
reasonable costs of the contractor caused 
by the suspension should be paid either 
pursuant to an appropriate supplemental 
agreement or as a part of the termination 
settlement. 

(d) The contracting officer shall not 
suspend performance, before clearance 
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with, or notice to the War Production 
oaee if required by § 842.233. [JTR 
217.3] 


SUBPART B—ADVANCE PREPARATIONS FOR 
TERMINATION SETTLEMENTS 


§ 842.220 Scope. This subpart deals 
with preparation for termination and 
settlement in advance of any termina- 
tion, by discussion, tentative arrange- 
— and advance agreements. [JTR 


§ 842.221 Value and scope of advance 
preparations. The value and scope of 
advance preparations are discussed in 
the following sections. [JTR 221] 


§ 842.221-1 Value of advance prep- 
arations. (a) The transition from war to 
civilian production following the termi- 
nations at the conclusion of hostilities in 
either major war theater will be an ex- 
tremely crucial period for most war con- 
tractors. It is vital to the economy of 
the country that this transition be ac- 
complished with the greatest possible 
speed. Personnel of the War and Navy 
Departments and war contractors should 
cooperate in making all possible advance 
preparations for the settlement of war 
contracts that are likely to be termi- 
nated. 

(b) Settlements of terminated war 
contracts involve many decisions and 
actions of war contractors and the Gov- 
ernment. Diligent efforts must be made, 
before actual terminations, to prepare 
for these decisions and actions, and to 

e. 

(c) Such advance preparations will 
substantially facilitate termination set- 
tlements, plant clearance, reconversion 
from war to civilian production with re- 
sulting avoidance of unemployment, and 
the efficient use of materials, manpower 
and facilities, and will otherwise pro- 
— objectives of the act. [JTR 


§ 842.221-2 Types of advance prep- 
arations. As more fully described in the 
following sections, preparations for ter- 
mination with any contractor may take 
the form of: 

(a) Advance planning, consisting of: 

(1) Discussions with the contractor 
relating to termination education, or- 
— procedures and problems, 
an 

(2) Tentative understanding or ar- 
rangements, not binding upon the Gov- 
ernment or the contractor, covering some 
or all elements of the termination settle- 
ment; or 

(b) Binding agreements between the 
Government and the contractor, cover- 
ing elements of the termination settle- 
ment. Binding agreements are referred 
to in this subchapter as pretermination 
settlement agreements. [JTR 221.2] 


§ 842.222 Advance planning. Advance 
planning of terminations is discussed in 
the following sections. [JTR 222] 


§ 842.222-1 Discussions with contrac- 
tors. In all cases it is beneficial both to 
the Government and to contractors to 
engage in advance planning of termi- 


nations, property disposal, and the set- 
tlement of terminated contracts. Dis- 
cussions with contractors should cover 
termination education, organization, 
procedures and specific issues relating to 
property and the elements of termina- 
tion claims. Contracting officers will 
become more familiar with any inven- 
tory, production, disposal, storage, 
financial, record, and other termination 
problems of contractors. Contractors 
will become more familiar with the char- 
acter of the information which they must 
furnish to the Government on termina- 
tion. They will in many cases be en- 
abled to improve their organizations, 
programs, records and other prepara- 
tions for termination, and to plan their 
conversion to civilian production. Con- 
tracting officers should, as fully as prac- 
ticable, answer all questions of contrac- 
tors that are susceptible of determination 
prior to termination. [JTR 222.1] 


§ 842.222-2 Tentative arrangements. 
Discussions with a contractor frequently 
will be sufficiently specific to permit a 
tentative arrangement concerning par- 
ticular elements of the termination set- 
tlement. Substantial advantage will be 
gained if tentative understandings on as 
many subjects as possible are embodied 
in informal memoranda. Such tentative 
understandings are not binding and are 
subject to change by either party; this 
should be clearly stated in any memo- 
randum setting them forth. If upon 
termination, the situation has not 
changed materially, the tentative under- 
standings may be promptly confirmed or 
adjusted. A tentative memorandum may 
provide for a method by which such con- 
firmation or adjustment may be accom- 
plished upon termination. The use of 


_ this procedure can materially reduce the 


time required for plant clearance and 
settlement after termination. [JTR 
222.2) 


§ 842.223 Matters subject to advance 
planning. The sections below set forth 
matters subject to advance planning of 
terminations. [JTR 223] 


§ 842.223-1 Termination inventory 
and other property. Advance planning 
with respect to termination inventory 
and other property may cover, among 
other things, the following: 

(a) Listings of inventory description 


to cover proper nomenclature. (This | 


does not necessarily require any listing 
of quantity or prices.) 

(b) Spare parts requirements to be 
filled from work in process. 

(c) Materials to be held as a reserve 
for future production. 

(d) The part of the contractor’s in- 
ventory, finished parts, work in process, 
or raw materials to be scrapped. 

(e) The part of-such inventory to be 
retained or disposed of by the contrac- 
tor; and the values or methods by which 
such values are to be determined. 

(f) Procedures for plant clearance and 
physical disposition of inventory to 
which the Government is to take title. 

(g) Available storage space in the con- 
tractor’s plants and elsewhere. 

(h) Disposition of Government-owned 
= and special facilities. [JTR 

1) 


§ 842.223-2 Elements of termination 
settlement. Advance planning with re- 
spect to elements of the contractor’s 
termination claim may cover, among 
other things, the following: 

(a) Rates or methods for computing 
general and administrative expense, 
factory overhead, and other indirect 
expenses of the contractor. 

(b) Amounts of, or methods of arriv- 
ing at, certain other expenses of the con- 
tractor, such as starting load, engineer- 
ing and tooling. 

(c) Methods of allocation of indirect 
expenses. 

(d) Capital expenditures claimed to 
be allowed as charges for special fa- 
cilities. 

(e) Profit rates or methods of deter- 
mining profit. 

(f) Interim financing arrangements. 
([JTR 223.2] 


§ 842.224 Primary importance of ad- 
vance planning. (a) The foregoing pro- 
visions with respect to advance planning 
should be applied generally to all war 
contracts which are likely to be ter- 
minated. The services and bureaus, as 
well as war contractors, should engage 
in advance planning to the greatest ex- 
tent practicable. 

(b) For a limited number of war con- 
tracts the advance planning procedure 
may be extended to the negotiation of 
binding agreements on particular ele- 
ments of the termination settlement. 
The following sections relate to such 
agreements, [JTR 224] 


§ 842.225 Pretermination settlement 
agreements. Pretermination settlement 
agreements are treated in the following 
sections. [JTR 225] 


§ 842.225-1 Authority for pretermi- 
nation settlement agreements. On 26 
September 1944, the Director of Contract 
Settlement added to Directive Order 2 
of the Office of War Mobilization, 24 
February 1944, the following new para- 
graph: 

5. Any Department or agency of the Gov- 
ernment may embody in any contract a spe- 
cial agreement to pay the contractor, as fair 
compensation for the termination of the con- 
tract, amounts specified in the contract or 
to be readily computed according to specific 
methods, standards or bases appropriate to 
the particular contract and set out therein, 
in lieu of any other compensation therefor, 
whenever the department or agency deter- 
mines (1) that the available data permits a 
reasonable forecast, consistent with sound 
commercial standards, of the factors involved 
in determining what will be fair compensa- 
tion for termination in the case or class 
of cases and (2) that such agreement will 
substantially facilitate settlements, plant 
clearance, reconversion from war to civilian 
production, or the efficient use of materials, 
manpower and facilities or will otherwise 
promote the objectives of the Contract Set- 
tlement Act of 1944. Such special agree- 
ments may be included in original contracts 
or may be inserted in contracts by amend- 
ment made before their termination; and, 
when so included or inserted, are hereby de- 
termined to provide a method for determjn- 
ing fair compensation for the termination 
of such contracts. 


(JTR 225.1] 


§ 842.225-2 Authority for advance in- 
ventory agreements. The Administrator 
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of the Surplus War Property Adminis- 
tration has interpreted Directive Order 
No. 3 (9 F.R. 5192), under which the ter- 
mination inventory price policy (§§ 844.- 
432 to 844.435) was issued, as extending 
only to property which is available for 
disposition in connection with contract 
terminations, and as not extending to 
property which the contractor had, prior 
to termination, agreed to retain with the 
consent of the department. He there- 
fore confirmed that if contracts are 
amended before termination to provide 
that the contractor is to retain part or 
all of the inventory allocable to the ter- 
minated portion of a contract at pre- 
determined prices or in accordance with 
predetermined bases for computing such 
prices, such retained inventory will not 
be subject to the termination inventory 
price policy or to any other price policy 
based on Directive Order No. 3. [JTR 
225.2] 


« § 842.225-3 Applicability of this sub- 
chapter and Joint Termination Account- 
ing Manual. The principles of this 
subchapter relating to negotiated termi- 
nation settlements, and the Joint Ter- 
mination Accounting Manual’ shall be 
employed as general guides, insofar as 
applicable, in making decisions and de- 
terminations concerning any pretermi- 
nation settlement agreements. [JTR 
225.3) 


§ 842.225-4 General terms. (a) Sub- 
ject to the provisions of this section and 
§§ 842.226 and 842.227, a pretermina- 
tion settlement agreement covering any 
of the elements enumerated in §§ 842.- 
223-1 and 842.223-2 may be included in 
the original contract, or inserted by a 
supplemental agreement in an existing 
contract. 

(b) Any pretermination settlement 
agreement may by its terms become op- 
erative only upon stated conditions, and 
may be subject to modification or can- 
celation before termination upon the oc- 
currence of stated events or the passage 
of time. The contractor will not be 
given the option to choose, after notice 
of termination, between the pretermina- 
tion settlement agreement and settle- 
ment under other authorized termina- 
tion provisions, 

(c) Such an agreement may deter- 
mine the unit or item cost of portions of 
the inventory at different stages of pro- 
duction, which will permit a settlement 
on the so-called “count and multiply” 
basis. Reasonable allowance for the 
value of the items to be retained, sold 
or scrapped, or the method of computing 
such allowance, may also be agreed upon. 
(In this connection, see § 842.241-3 ‘b).) 

(d) Apretermination settlement agree- 
ment may provide that the contractor 
will make no charge because of any ter- 
mination if he is given advance notice 
a specified period of time before the ef- 
fective date of termination. The Gov- 
ernment, however, shall not bind itself 
to give such advance notice. 

(e) Where the pretermination settle- 
ment agreement covers some, but not all, 
contracts between the Government and 
the contractor, the contracting officer 


* Filed as part of the original document. 
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must take care to prevent transfers of 
cost of the contractor from the contracts 
covered by the agreement to contracts 
with the Government not so covered. 
Similarly, the contracting officer must 
take care to prevent transfers of cost 
from elements covered by the agreement 
to elements not so covered, and to avoid 
undue prejudice to the ability of the 
Government to negotiate satisfactorily 
after termination with respect to ele- 
ments not covered by the agreement. 
225.4] 


§ 842.226 Conditions applicable to use 
of pretermination settlement agree- 
ments. Pretermination settlement 
agreements may be made only when the 
contractor has had sufficient experience 
in the type of production to which the 
contract relates to insure reasonable ac- 
curacy of the information on which the 
agreement is based. When an agree- 
ment involves a forecast of the factors 
involved in determining fair compensa- 
tion, the available data must permit a 
reasonable forecast, consistent with 
sound commercial standards, of such 
factors and the agreement will so state. 
{(JTR 226] 


§ 842.227 Approval of pretermination 
settlement agreements. The regulations 
for the approval of pretermination set- 
tlement agreements are set forth in the 
following sections. [JTR 227] 


§ 842.227-1 Approval required. (a) 
Whenever any pretermination settlement 
agreement, in an original contract or 
supplement to an existing contract in- 
volves major elements of a termination 
settlement, it must be submitted for ap- 
proval to the Readjustment Division, 
ASF, or the Industrial Readjustment 
Branch, OP&M, unless exempt there- 
from under paragraphs (d) or (e) be- 
low 


(b) The Director of Matériel, for the 
‘War Department, and the Chief of the 
Office of Procurement and Material, for 
the Navy Department, have each ap- 
pointed a Pretermination Settlement 
Committee to review such agreements 
and to make recommendations with re- 
spect to them. After considering the 
recommendations of the Committee, the 
Readjustment Division, ASF, or the In- 
dustrial Readjustment Branch, OP&M, 
will approve or disapprove each such 
agreement submitted for approval. 

(c) Where a contract requiring ap- 
proval by the Director, Purchases Divi- 
sion, or by the Assistant Chief, OP&M, in 
Charge of Procurement, contains a pre- 
termination agreement requiring ap- 
proval hereunder, the contract shall be 
Submitted first to the Director, Pur- 
chases Division, or the Assistant Chief, 
OP&M, for approval of the portions re- 
quiring his approval, and shall then be 
Submitted to the Readjustment Division, 
ASF, or Industrial Readjustment 
Branch, OP&M, for approval of the pre- 
termination settlement agreement. 

(d) Whenever satisfied that any serv- 
ice or bureau is adequately considering 
and reviewing pretermination settlement 
agreements, the Readjustment Division, 
ASF, or the Industrial Readjustment 
Branch, OP&M, may relieve the service 
or bureau of the requirement of submit- 


ting such agreements for approval, to 
such extent as deemed proper. Each 
such pretermination settlement agree- 
ment shall be approved within the serv- 
ice or bureau concerned in such manner 
as the chief of the service or bureau shall 
prescribe. 

(e) Any pretermination settlement 
agreement is not required to be sub- 
mitted for approval of the Readjustment 
Division, ASF, or Industrial Readjust- 
ment Branch, OP&M, if the agreement: 

(1) Provides only that the contractor 
will make no charge for termination if 
advance notice is given to him a specified 
period of time before the effective date 
of termination, or 

(2) Covers only minor elements of the 
termination settlement, such as disposi- 
tion of relatively small portions of the 
inventory, storage of property, indirect 
expenses or profit rates. [JTR 227.1] 


§ 842.227-2. Requests for approval of 
agreements. Every request for approval 
of a pretermination settlement agree- 
ment by the Readjustment Division, ASF, 
or the Industrial Readjustment Branch, 
OP&M, under § 842.227-1, will include 
such of the following information as is 
relevant to the particular settlement: 

(a) Name and address of contractor. 

(b) Contract or order numbers of the 
contracts or orders covered by the agree- 
ment, dates of contracts or orders and 
estimated dates of completion, and de- 
livery schedule. 

(c) Location of the principal plant 
from which item or items are being or 
are to be furnished. 

(d) Quantity and brief description of 
item or items being or to be furnished. 

(e) Unit price or prices and total 
amount to be expended under the con- 
tracts or orders. 

(f) Experience of contractor with the 
type of production or transactions in- 
volved. 

(g) Copy of the contract clause or of 
the supplemental agreement embodying 
the pretermination settlement agree- 
ment. 

(h) Recommendation of the chief of 
the service or bureau as to approval of 
the pretermination settlement agree- 
ment. 

(i) Such explanatory statements, work 
sheets and other information concerning 
the pretermination settlement agree- 
ment, as the contracting officer considers 
will be of assistance in acting upon such 
request. [JTR 227.2] 


§ 842.228 Application to subcontrac- 
tors. (a) The Director of Contract Set- 
tlement has directed that pretermination 
agreements in subcontracts will be recog- 
nized on substantially the conditions ap- 
plicable to such agreements in prime 
contracts stated in § 842.226. Any set- 
tlements made in accordance with such 
agreements are subject to review to the 
same extent as other subcontract settle- 
ments. 

(b) Prime contractors and higher tier 
subcontractors should be urged to enter 
into advance planning, tentative ar- 
rangements and pretermination settle- 
ment agreements with their subcontrac- 
tors. In many cases a pretermination 
settlement agreement between the Gov- 


13327 


ernment and the prime contractor will 
include the matters covered by the agree- 
ment between the prime contractor and 
his subcontractors. 

(c) The Government will recognize 
pretermination settlement agreements 
between prime contractors or higher tier 
subcontractors and their subcontractors 
as binding, so far as it is concerned, upon 
their approval or prior authorization by 
the contracting officer. The contracting 
officer should approve or authorize a pre- 
termination settlement agreement with 
a subcontractor under the same condi- 
tions that he would approve such an 
agreement between the Government and 
a prime contractor. 

(d) The contracting officer should take 
care that execution of a pretermination 
settlement agreement between the Gov- 
ernment and a prime contractor does not 
prejudice the rights of subcontractors to 
fair compensation upon termination. 
Where the agreement covers a substan- 
tial portion of the settlement and claims 
of subcontractors are included, the prime 
contractor should be required to agree 
that he will pay fair compensation to 
such subcontractors. [JTR 228] 


SUBPART C—DISTRIBUTION OF CUTBACKS 


§ 842.230 Scope. This subpart deals 
with policies and procedures governing 
the translation of cutbacks in procure- 
ment schedules into terminations or re- 
visions of specific contracts. It includes 
the steps to be taken in planning con- 
tract terminations, clearing such plans 
with the War Production Board where 
this is required, and informing the prime 
contractors’ employees and the general 
public where substantial releases of man- 
power or facilities may result. The prep- 
aration of the notice of termination and 
its delivery to the prime contractor are 
covered in the next subpart. [JTR 230] 


_ §$ 842.231 Responsibility for planning 
cutbacks, The following sections set 
forth the responsibility for planning cut- 
backs. [JTR 231] 


§ 842.231-1 Need for planning (a) 
When the supply needs of the armed 
forces change due to strategic changes, 
new technical developments, scarcity of 
materials or other similar factors, pro- 
curement schedules must often be cur- 
tailed either by terminating outstanding 
prime contracts or by reducing the rate 
of deliveries. scheduled under such con- 
tracts, or by both methods. 

(b) In reducing procurement sched- 
ules and in terminating war contracts, 
it is essential, to the greatest extent 
practicable: 

(1) To shift any manpower, facilities, 
and materials released into other war 
production; 

(2) To minimize disruption of the na- 
tional economy; 

(3) To reduce or eliminate termination 
claims, by enabling war contractors to 
change over to other production with 
minimum delay or loss of productive 
capacity; 

(4) To provide prime contractors with 
notice of termination as far in advance 
of the cessation of work thereunder as 
is feasible and consistent with the na- 
tional security, without permitting un- 
needed production or performance, in 


~ 
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order to enable the contractor and his 
employees to prepare for the termination 
of work. 

(c) The chief of each service or bureau 
will carefully plan all cutbacks under his 
administration in such manner as to 
meet these objectives. [JTR 231.1] 


§ 842.231-2 Review boards. The chief 
of each service (except the Army Air 
Forces) , and the chief of each bureau will 
establish one or more boards of review 
composed of not less than three respon- 
sible officers or employees to review pro- 
posed terminations of contracts and re- 
ductions in individual delivery schedules. 
Such a board shall review each such cut- 
back which involves a reduction of more 
than $1,009,000 in the total value of the 
items to be delivered under all prime con- 
tracts with that service or bureau for the 
same procurement item (a) in the cur- 
rent month or in any one of the succeed- 
ing six months, or (b) in the case of the 
Nevy Department ship construction, in 
the current month or any succeeding 
month. The chief of the service or 
bureau in his discretion may require pro- 
posed cutbacks involving smaller 
amounts to be submitted to the review 
board. (JTR 231.2] 


§ 842.231-3 Records to be maintained. 
The chief of each service or bureau will 
maintain in the files of the service or 
bureau adequate records of all cutbacks, 
evidencing the application to each case 
of the procedures prescribed by this sub- 
chapter and especially of the policies 
specified in §§ 842.232 and 842.241. It is 
recommended that such records be 
maintained on PEC Form B whenever 
practicable, whether or not a report for 
the case is required to be made on that 
form under § 842.233. [JTR 231.3] 


§ 842.231-4 Navy procedures. In ob- 
taining information as a basis for apply- 
ing the policies specified in §§ 842.232 
and 842.241, bureaus of the Navy Depart- 
ment should consult directly with ap- 
propriate divisions or sections in the 
Office of Procurement and Material and 
in the Shore Establishments and Civilian 
Personnel Division of the Secretary’s 
Office. Such divisions and sections in 
OP&M include the Materials and Prod- 
ucts Control Officer of the Production 
Branch, and the Finance Division and 
Industry Cooperation Division of the 
Procurement Branch; and in Shore Es- 
tablishments and Civilian Personnel in- 
clude the Labor Relations Branch and 
the Industrial Manpower Section of the 
Employment Branch. [JTR 231.4] 


§ 842.232 Factors in selecting prime 
contracts for termination. The factors 
in selecting prime contracts for termina- 
tion are set forth in the following sec- 
tions. [JTR 232] 


§ 842.232-1 General application of 
factors. (a) When a cutback in a pro- 
curement program will require the 
termination of less than all outstanding 
prime contracts related to the program, 
the service or bureau concerned will se- 
lect the particular prime contracts to be 
terminated in the light of all applicable 
factors within its knowledge. 

(b) The prime consideration is the re- 
tention of facilities with capacity to pro- 


duce known and contingent future re- 
quirements. A list of the other factors 
to be considered is given in the follow- 
ing sections. Not all of these factors 
will apply to each case, but all that are 
pertinent should be considered. Readily 
determinable factors, such as relative 
costs, should not be over-emphasized to 
the exclusion of those less tangible in 
nature. 

(c) To the fullest extent possible, the 
service or bureau should take into ac- 
count the bearing of all pertinent fac- 
tors upon subcontractors; for example, 
in regard to critical labor areas or the 
use of transportation facilities, the loca- 


tion of the prime contractor may be less. 


important than the location of major 
subcontractors. [JTR 232.1] 


§ 842.232-2 Costs. Prime contracts 
affording.lower unit costs to the Govern- 
ment should be retained where other 
factors are equal, but the obvious im- 
portance of this factor and the ease with 
which it can be applied must not result 
in disregarding other pertinent factors. 
As in the case of initial procurement, 
prime contracts may be retained even 
though involving higher prices than the 
contracts terminated, whenever neces- 
sary to give due weight to other factors. 
The cost factor will, however, grow in 
importance as manpower, transportation 
and other shortages are overcome. 
232.2] 


§ 842.232-3 Facilities useful for other 
production. (a) Facilities which can be 
utilized for other war production or for 
essential civilian production should be 
released in preference to terminating 
war contracts at plants not readily 
adaptable for such other production. In 
addition to physical facilities, the avail- 
ability of engineering and other tech- 
nical staffs able to effect speedy change- 
over should be considered in this regard. 

(b) Where the released facilities will 
not be required for other war production 
or essential civilian production, prefer- 
ence should be given to those able to re- 
convert to other civilian production for 
which labor and material are available. 
This consideration may be particularly 
important where a war contractor is 
located in a single industry community 
dependent on the business of the con- 
tractor. [JTR 232.3] 


§ 842.232-4 Financial condition. 
Prime contractors requiring Government 
financial assistance in the form of guar- 
anteed loans or advance payments at 
substantial credit risk may ultimately be 
of greater expense to the Government 
than prime contractors with a higher 
contract price per unit. [JTR 232.4] 


§ 842.232-5 Government-owned ver- 
sus privately-owned facilities. (a) Prior 
to the defeat of Germany, in determin- 
ing the priority of release between Gov- 
ernment-owned and privately-owned fa- 
cilities, consideration will be given to 
retention of maximum flexibility for the 
production of known or contingent 
future requirements. 


(b) With the defeat of Germany, pri- - 


vately-owned plants, not normally en- 
gaged in production of a military char- 
acter, will be given first priority of 


release from war production in order to 
facilitate their reconversion to civilian 
production, due consideration being 
given to the wishes of the contractors. 
Government-owned plants will be kept 
in operation or reserve until their pro- 
duction is clearly no longer required for 
military needs. However, where a plant 
is located in an isolated section with no 
opportunity for displaced workers, the 
exercise of wise administrative discre- 
tion may prompt other action. [JTR 
232.5] 


§ 842.232-6 Location in critical labor 
areas. Manpower shortages in critical 
labor areas designated by the War Man- 
power Commission as Group I or Group 
II areas should be relieved by terminat- 
ing war contracts for materials being 
produced in such areas to the greatest 
extent possible. Particular attention 
should be given to the location of the 
principal subcontractors as well as prime 
contractors. [JTR 232.6] 


.§ 842.232-7 Performance. (a) War 
contractors’ records for meeting or an- 
ticipating required schedules should be 
reviewed. 

(b) Reports of technical inspectors 
and other data indicating quality of 
product should be weighed. 

(c) War contractors with a record of 
economic use of critical materials, ma- 
chinery and equipment and efficient 
utilization of labor should be retained in 
preference to those with a record of 
over-ordering or waste, or of labor 
hoarding, rapid labor turnover, or exces- 
sive absenteeism. 

(d) Where practicable, companies re- 
sponsible for the development and engi- 
neerimg of specialized products will be 
retained in their manufacture in prefer- 
ence to those companies which are 
merely licensed for their manufacture. 
[JTR 232.7] 


§ 842.232-8 Pro-rata partial termina- 
tions. Where all other factors are in 
substantial balance, a cutback may be 
spread pro-rata over all affected prime 
contracts by partial terminations. The 
possibility that the operations of some 
war contractors may be reduced below 
an economic production rate must, how- 
ever, be taken into account in this con- 
nection. [JTR 232.8] 


§ 842.232-9 Security. The security 
factor should be considered, based on 
location and dispersion. [JTR 232.9] 


§ 842.232-10 Smaller war plants. In- 
dependent smaller concerns within the 
scope of the Smaller War Plants Act 
(Public Law 603, 77th Congress) should 
be retained to the fullest extent possible 
except where the prime contractor would 
elect termination in order to be released 
for permitted civilian production. Sim- 
ilar preference should be accorded prime 
contractors with a large number of sub- 
contractors in the Smaller War Plants 
category. [JTR 232.10] 


§ 842.232-11 Stage of completion. 
War contracts not yet in production or 
in earlier stages of production should be 
terminated in preference to contracts 
nearing completion, in order to avoid 
waste in scrapping work in process and 
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to reduce termination claims. [JTR 
232.11] 


§ 842.232-12 Stand-by facilities. Fa- 
cilities retained should have existing or 
potential capacity for production of 
known and contingent future require- 
ments. Safeguarding of future require- 
ments normally will require maintenance 
in operation of more than one source of 
supply for any important non-stock item 
(JTR 232.12] 


§ 842.232-18 Transportation. The 
burden of transportation facilities 
should be minimized by retention of war 
contractors accessible to raw materials, 
purchased components and destination, 
in preference to contractors requiring 
cross-hauls or long distance deliveries. 
232.13] 


§ 842.232-14 Type of contract. 
Fixed-price prime contracts should be 
retained in preference to cost-plus-a- 
fixed-fee prime contracts, other factors 
being equal, where both types of prime 
contracts are outstanding under a pro- 
curement schedule. [JTR 232.14) 


§ 842.233 Clearance of large cutbacks 
with the War Production Board; notifi- 
cation of smaller cutbacks. Clearance 
of large cutbacks with the War Produc- 
tion Board and notification with respect 
to smaller cutbacks are treated in the 
following sections. [JTR 233] 


§ 842.233-1 General. (a) The Direc- 
tor, Office of War Mobilization, has in- 
structed the Production Executive Com- 
mittee of the War Production Board to 
adopt uniform policies to govern the 
termination of contracts, so as to give 
reasonable notice to management and 
labor of such terminations. The con- 
tracting agencies are required to clear 
their proposed cutbacks and termina- 
tions, excluding subsistence and other 
specifically exempted programs, with the 
Production Executive Committee and 
not to make them effective until such 
clearance is obtained. To carry out its 
responsibilities, the Production Execu- 
tive Committee (acting through a staff 
on which the War and Navy Depart- 
ments are represented) has established 
uniform procedures and report forms to 
be used by the contracting agencies. 

(b) Upon official notice that the cut- 
backs planned for adjustment to Period 
I are to be put into effect, special pro- 
cedures will become effective for clear- 
ance with the War Production Board of 
large cutbacks in contracts of the War 
Department in lieu of those prescribed 
by 842.231-2, 842.231-3, 842.233-3, 
842.233-4, and 842.234-1. Pursuant to 
these special procedures there has been 
furnished to the War Production Board 
for information and review facilities 
plans which show presently planned cut- 
backs by specific facilities to take effect 
following defeat of Germany. These fa- 
cilities plans will be kept current by re- 
Visions necessary to give effect to sig- 
nificant changes therein arising out of 
either revisions in the Period I Program 
or the plans themselves. Upon official 


notice of activation of the Period I Pro- 
gram, cutbacks will be effected in ac- 
cordance with these facilities plans or 
Variations thereof without clearance 


with the War Production Board or Head- 
quarters agencies. 

(c) The procedures and forms de- 
scribed in the following sections ap- 
ply except where the Production Execu- 
tive Committee of the War Production 
Board authorizes deviation or alterna- 
tive procedures for special cases or 
classes of cases. [JTR 233.1] 


§ 842.233-2 Definition of cutbacks. 
For the purpose of these reports a “cut- 
back” means a revision of delivery sched- 
ules that (a) reduces the quantity of an 
item to be delivered under one or more 
prime contracts, or (b) reduces the rate 
of deliveries scheduled for any period; 
it does not include changes in items to be 
delivered, resulting from changes in 
plans and specifications. Items, parts, 
or materials that are alike in their prin- 
cipal specifications or that are usually 
procured together or grouped in one pro- 
curement program are regarded as one 
item or material for the purposes of the 
reports. Orders to Government-owned 
plants shall be treated as prime contracts 
for the purpose of the foregoing defini- 
tion and for making reports. [JTR 233.2] 


§ 842.233-3 Preliminary advice of cur- 
rent cutbacks, PEC Form A. (a) This 
PEC Form A will be filed for any cutback 
which will involve a reduction of $1,000,- 
000 or more in the total value of items to 
be delivered under all prime contracts for 
the same procurement item (1) in. the 
current month or any one of the succeed- 
ing six months, or (2) in the case of Navy 
Department ship construction, in the 
current month or any succeeding month. 


(b) In determining whether cutbacks 
require submission of PEC Form A, only 
the amounts actually under contract (as 
distinguished from scheduled procure- 
ment not yet placed under contract) will 
be considered; the value of GFE items 
will be excluded from such considera- 
tion; and in cases where programmed 
items are assembled from separately pro- 
cured components, the determination 
will be confined to consideration of all 
prime contracts for each separately pro- 
cured component. 

(c) The form shall be submitted as 
soon as a cutback has been determined 
upon or has advanced to a stage where it 
is sufficiently firm and definite with re- 
spect to quantities to be considered by 
the staff of the Production Executive 
Committee. The form is a preliminary 
advice and is not to be delayed pending 
determination of the revised schedules or 
selection of the particular prime con- 
tracts to be terminated. [JTR 233.3] 


§ 842.233-4 Detailed advice of current 
cutbacks, PEC Form B. (a) This PEC 
Form B will be filed for each plant cur- 
rently producing an item for which a 
report of a cutback is made on PEC 
Form A, whether or not the particular 
plant is affected by the cutback, except 
that in cutbacks in ammunition com- 
ponent programs, the procedure pre- 
scribed in § 842.233-7 is followed in lieu 
of filing PEC Form B. PEC Form B is 
a detailed advice of a cutback upon the 
basis of which clearance is obtained from 
the Production Executive Committee of 
the War Production Board. 
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(b) The form shall be submitted as 
soon as possible after proposed contract 
terminations or proposed revisions of in- 
dividual contract delivery schedules 
have been determined upon, and shall be 
accompanied by a statement of the fac- 
tors supporting the proposed distribu- 
tion of the cutback among the plants 
producing the item. Pending receipt of 
clearance or alternative recommenda- 
tions from the War Production Board-on 
Form D, no formal notice of termina- 
tion, notice to suspend work or change 
order shall be sent to any prime con- 
tractor. 

(c) Where the cutback involves no se- 
lection of facilities, such as complete 
terminations or reductions in production 
of any item produced by a single fa- 
cility, the service or bureau may request 
(through channels) that the filing of 
PEC Form B be waived. In such in- 
stances, an estimate of labor to be re- 
leased by the cutback and the name and 
location of the district or other local 
officer responsible for notifying the fa- 
cility affected, will be entered on PEC 
Form A in order that the PEC staff, in 
granting such a waiver, may be informed 
of the effect of the cutback and arrange 
for coordination with the district or 
other local officer prior to initiating its 
discussions with the facility. If the PEC 
staff agrees to the waiver of PEC Form 
B in such instances, a formal notice of 
termination, notice to suspend work, or 
change order to the facility will be de- 
ferred until the district or other local 
officer has contacted the local repre- 
sentative of the War Production Board, 
or until the service or bureau is advised 
that such prior coordination is unneces- 
sary. [JTR 233.4] 


§ 842.233-5 Notification of termina- 
tion or revision of contract delivery 
schedules, PEC Form C. (a) A report on 
this PEC Form C shall be filed for each 
contract termination or change in de- 
livery schedule under any one outstand- 
ing prime contract which reduces the 
total value of items to be delivered dur- 
ing the current and succeeding three 
months by $200,000 or more. 

(b) Where the proposed termination 
or change in delivery schedule is not 
made pursuant to a recommendation or 
clearance on PEC Form D, the report 
on PEC Form C must be submitted to 
the Production Executive Committee as 
early as possible before employment will 
be curtailed and in any event not less 
than two days (excluding Sunday) be- 
fore a formal notice of termination, 
order to suspend work, or change order 
is sent to the prime contractor. No 
clearance or other action on the report 
is required before the notice of termina- 
tion, order to suspend work or change 
order is sent. 

(c) Where the proposed termination 
or change in delivery schedule is made 
pursuant to a clearance or recommenda- 
tion on PEC Form D, notice to the prime 
contractor may be sent forthwith after 
receipt of PEC Form D, and the notifica- 
tion on PEC Form C may be filed 
promptly thereafter. [JTR 233.5] 


§ 842.233-6 Recommendation of the 
Production Executive Committee on cur- 
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rent cutbacks, PEC Form D. This PEC 
Form D will be used by the Production 
Executive Committee of the War Pro- 
duction Board for its recommendations 
or clearance with respect to proposals 
submitted for clearance on PEC Form B. 
[JTR 233.6] 


§ 842.233-7 Clearance of cutbacks 
of ammunition components. (a) PEC 
Form B will not be submitted in connec- 
tion with cutbacks involving ammunition 
component programs. The distribution 
of cutbacks will be determined at meet- 
ings attended by all interested contrac- 
tors, representatives of the procuring 
agency, and a representative of the Pro- 
duction Executive Committee staff au- 
thorized to act for the PEC staff on all 
matters before the meeting, and to ap- 
prove verbally the action worked out at 
the meeting. 

(b) Such meetings will not be called 
earlier than three days after submis- 
sion of PEC Form A. Maximum advance 
notice of the time and place of the meet- 
ing will be given the PEC staff by the 
Production Executive Committee mem- 
ber of the procuring agency. Verbal ap- 
proval of the action of the meeting by 
the PEC staff representative will have 
the effect of the issuance of a PEC Form 
D (§ 842.233-6) which will be later issued 
in confirmation of such verbal approval. 
PEC Form C will be submitted in ac- 
cordance with § 842.233-5. [JTR 233.7] 


§ 842.234 Procedures for filing PEC 
Forms. The procedures for filing PEC 
Forms are set forth in the following sec- 
tions. [JTR 234] 


§ 842.234-1 Army Service Forces (a) 
Where a report on PEC Form A becomes 
necessary because of a change in re- 


‘quirements for items which appear in 


specific quantities in section I or section 
II, part C, of the Army Supply Program 
and which constitute ‘‘contract items”, 
PEC Form A will be prepared and sub- 
mitted by Headquarters, ASF (Director, 
Production Division). 

(b) Where a report on PEC Form A 
becomes necessary because of a cutback 
in an item which appears in specific 
quantities in the Army Supply Program 
but represents an assembly of compo- 
nents which constitute the items of pro- 
curement (contract items), the report 
will be prepared by the technical service 
which let the contract. PEC Form A 
will also be prepared by the responsible 
technical service where a report on that 
form is necessary because of a cutback 
in an item which is included in dollar 
value category in the Army Supply Pro- 
gram, or because of a cutback in mate- 
rial schedules or nonprogrammed pro- 
curement. The case number will be as- 
signed by Headquarters, ASF, and the 
space provided for it will be left blank 
on the forms filled in by the technical 
service. 

(c) The responsible technical service 
will prepare PEC Forms B and C in all 
cases. Form B shall be prepared upon 
proper notification from Headquarters, 
ASF, in the case of cutbacks in require- 
ments for items which appear in specific 
quantities in section I or section II, part 
C, of the Army Supply Program, 


(d) PEC Forms A and B originating 
with the technical services shall be for- 
warded in quadruplicate to Headquar- 
ters, AFS (Director, Production Divi- 
sion), which will transmit them to the 
War Production Board and handle all 
contacts with the PEC staff. PEC Form 
B shall be accompanied by a statement 
of the factors considered in accordance 
with § 842.232 of this subchapter. «In 
the case of reports submitted on PEC 
Form B, Headquarters, ASF, will 
promptly notify the technical service of 
approval of the proposed distribution of 
the cutback or of any War Production 
Board recommendation for an alterna- 
tive course of action, upon receipt of 
PEC Form D. 

(e) In addition to the reports sub- 
mitted to Headquarters, ASF, the tech- 
nical services will distribute copies of 
PEC Form C directly to Headquarters 
offices and to appropriate district, state 
or regional offices of the War Production 
Board, the War Manpower Commission 
and the Smaller War Plants Corporation 


in whose territory the plant to be cut 


back is located. [JTR 234.1] 


§ 842.234-2 Army Air Forces. (a) Un- 
less the Chief, Resources Division AC/AS, 
M & §, prescribes otherwise in special 
cases, PEC Forms A and B shall be exe- 
cuted by the Air Technical Service Com- 
mand and transmitted to the Resources 
Division, AC/AS, M & §, in quadrupli- 
cate. PEC Form C shall be prepared by 
the Air Technical Service Command and 
communicated by teletype to the Re- 
sources Division, AC/AS, M & S. 


(b) All contacts with the PEC Staff 
shall be handled by the Office of the 
Chief, Resources Division, AC/AS, M & S, 
which will be responsible for transmit- 
ting required PEC forms to the War Pro- 
duction Board, and which will promptly 
notify the Air Technical Service Com- 
mand of the approval of Form D by the 
PEC Staff. Case numbers shall be as- 
signed by the Air Technical Service Com- 
mand, [JTR 234.2] 


§ 842.234-3 Navy. (a) The Bureau 
concerned will prepare PEC Forms A, B 
and C in all cases. Where one bureau 
purchases for another the reports shall 
be prepared by the bureau responsible 
for the decision as to the particular 
prime contracts to be terminated or con- 
tract delivery schedules to be revised. 
Required reports on PEC Form A shall 
be prepared immediately upon receipt 
by a bureau of notice of a decision by 
the Chief of Naval Operations that a 
procurement program shall be cut back 
or upon the making of such a decision 
within the bureau. Case numbers will 
be assigned by the bureau. 


(b) All PEC forms shall be forwarded 
in triplicate to the Cutback Coordinating 
Section of the Industrial Readjustment 
Branch, OP&M, which will transmit them 
to the War Production Board and han- 
dle all contacts with the PEC Staff. In 
the case of reports submitted on PEC 
Form B, the Industrial Readjustment 
Branch will promptly notifr the bureau 
of approval of the proposed distribution 
of the cutback or of any War Produc- 
tion Board directive for an alternative 


course of action, upon receipt of PEC 
Form D. [JTR 234.3] 


§ §42.234-4 Joint procurement. Where 
the War Department procures for the 
Navy Department, or vice versa, or an- 
other agency procures for either of them, 
reports on PEC Forms A, B and C, where 
required, will be filed by the contracting 
service or bureau, or other agency. In 
such cases, the Service or bureau which 
originates advice of a cutback in its re- 
quirements shall instruct the contracting 
service, bureau or other agency to file 
any necessary PEC forms. [JTR 234.4) 


§ 842.235 Explaining cutbacks to war 
contractors and workers; Cooperation by 
war contractors with War Manpower 
Commission and United States Employ- 
ment Service. (a) The matters pro- 
vided in this section should be ob- 
served in order to avoid impairment of 
management and labor morale, and to 
avoid any mistaken public impression 
that curtailments are due to inefficient 
‘management or unsatisfactory work by 
the employees displaced. When em- 
ployment will probably be substantially 
reduced as a result of a termination or 
reduction in delivery schedules under a 
cutback, the service or bureau concerned 
shall arrange to inform the prime con- 
tractor and his employees as far in ad- 
vance possible. Particular care 
should be taken to include in the letter 
or other notification as detailed a state- 
ment of the reasons for the cutback as 


‘appears advisable. 


“(b) The service or bureau concerned 
should urge the prime contractor to in- 
clude a statement of the reasons for the 
cutback in a notification to the workers 
and their union representative, and to 
request his subcontractors to take similar 
action. The prime contractor and sub- 
contractors also should be urged to co- 
operate with the V’ar Manpower Com- 
mission by making known their new net 
labor requirements and allowing United 
States Employment Service representa- 
tives to conduct job interviews at their 
plants if sufficiently large numbers of 
workers are to be displaced. [JTR 235] 


§ 842.236 Official press statements. 
A description of official press state- 
ments is set forth in the sections below. 
(JTR 236) 


§ 842.236-1 PEC statements. The 
Production Executive Committee of the 
War Production Board has established 
an Information Subcommittee which in- 
cludes representatives of the War and 
Navy Departments. This subcommittee 
prepares a Production Adjustment State- 
ment for release to press and radio re- 
garding cutbacks reported on PEC Form 
B and individual terminations reported 


‘on PEC Form C whenever it considers 


this advisable. The service or bureau 
concerned shall assist the War or Navy 
Department representative by supplying 


‘him with the information necessary to 


enable the subcommittee to prepare the 
Production Adjustment Statement. 


[JTR 236.1] 


§ 842.236-2 War Department field re- 
lease of PEC statement. The Production 
Adjustment Statement will accompany 
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the official termination notice to the ap- 
propriate War Department field office to 
be released by the field public relations 
officer, only after the plant has been of- 
ficially notified and in turn has notified 
its employees. The field public relations 
officer is authorized to confer with plant 
managements, War Manpower Commis- 
sion and War Production Board field of- 
ficials and to make additions to the 
statement to conform to local conditions, 
such as amount of labor to be released 
and to be hired elsewhere in the area, 
and then to issue the statement to local 
press and radio. [JTR 236.2] 


§ 842.236-3 Navy Department field 
release of PEC statement. The state- 
ment will be forwarded to the Navy ma- 
terial inspector cognizant of the plant 
involved and to the appropriate public 
relations officer. Such personnel in the 
field will make such changes as may be 
needed to conform to local circum- 
stances, clear the changes with the Pub- 
lic Relations Office in Washington, and 
after the affected plants have been noti- 
fied, and in turn notified their employees, 
issue the statement locally. [JTR 236.3] 


§ 842.236-4 War Department local 
press statements. (a) Where a revision 
is handled locally and reported on PEC 
Form C by the local field office, and 
where no PEC Form B report has been 
made, the PEC does not have sufficient 
time upon receipt of the Form C to pre- 
pare and transmit a statement. In such 
cases, and in cases where the revision is 
not reported to PEC on any form, the 
public relations officer is authorized to 
prepare and issue the necessary produc- 
tion adjustment statement locally on his 
own initiative if the amount of labor to 
be released warrants such action. 

(b) Commanding officers of procure- 
ment districts and service command in- 
stallations should release in their com- 
munities information on contract settle- 
ment and property disposal operations of 
their organizations. The public should 
generally be advised of the reasons for 
terminations as well as the policies and 
procedures established for expeditious 
settlement of the resulting claims and 
the disposal of the related property. Any 
information released locally must, how- 
ever, conform to the policies of higher 
authority. Emphasis will be laid on the 
necessity for continued production under 
currently outstanding contracts and the 
part contributed to this end by rapid 
settlement of terminated contracts. 

(c) Personnel responsible for release 
of this information will have access to 
the records of settlements and will be 
advised of all pertinent operations with- 
in the local organization. In individual 
cases, public releases will be made only 
after notification of the prime contractor 
and the appropriate notification of his 
employees and subcontractors. 

(d) Releases dealing with proposed 
Policies of contract settlement and prop- 
erty disposal which have not become law, 
or which have not been incorporated in 
appropriate regulations, must have prior 
approval of the Readjustment Division, 
ASF. Other releases do not require such 
approval. [JTR 236.4] 
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§ 842.236-5 Navy Department state- 
ments in absence of PEC statements. 
When, in the opinion of the chief of the 
bureau concerned, any case not required 
to be reported on PEC Form B or C is 
of sufficient public interest, the office of 
the chief of the bureau will prepare an 
official statement to serve as the basis for 
a press release announcing the cutback 
and the reasons for it. This statement 
should include the name and location of 
the plant or facility affected, the effective 
date of the cutback, the end item or items 
affected, and the probable effect on fu- 
ture employment. After appropriate 
clearance for public release, such state- 
ment will be furnished to the cognizant 
Navy material inspector for release in 
the affected locality. [JTR 236.5] 


SUBPART D—PREPARATION AND DELIVERY OF 
TERMINATION NOTICE 


§ 842.240 Scope. This subpart deals 
with the planning of an individual ter- 
mination and with preparing and deliver- 
ing the termination notice. The preced- 
ing subpart prescribes the procedures to 
be followed in deciding on and clearing 
the termination. [JTR 240] 


§ 842.241 Determining the time for 
termination. Determination of the time 
for termination is treated in the fol- 
lowing sections. [(JTR 241] 


§ 842.241-1 Planning of termination. 
Careful planning before exercising the 
Government’s right to terminate any 
type of prime contract will greatly sim- 
plify the termination settlement, will 
avoid confusion and expense to war 


* contractors and the Government and will 


tend to expedite settlement. This pre- 
liminary study should make certain that 
the notice of termination orders discon- 
tinuance or changes in the future per- 
formance by the contractor in accord- 
ance with the best interests of the Gov- 
ernment. [JTR 241.1] 


§ §842.241-2 Need for components. 
Before terminating a prime contract, the 
chief of the service or bureau should con- 
sider whether any subassemblies or com- 
ponents of the end product covered by 
the price contract are within the require- 
ments of the procurement program for 
maintenance or spare parts for com- 
pleted units, and should permit comple- 
tion of such items or parts to cover rea- 
sonable prospective needs. Such needs 
should also be considered in determin- 
ing how to dispose of work in process 
or parts on hand. [JTR 241.2] a 


§ 842.241-3 Discontinuance of pro- 
duction. (a) Production should not be 
continued for items or quantities beyond 
military needs, and processing of such 
items will be stopped immediately, re- 
gardless of their state of completion, 


_except that additional processing, in- 


cluding the introduction of new material, 
may be permitted to the stage deemed by 
the contracting officer to be necessary 
for reasons of safety, or to clear or avoid 
damage to production equipment, or to 
avoid immediate complete spoilage of 
work in process having a definite com- 
mercial value. To the greatest extent 
practicable, contracting officers should 


13331 


agree with contractors in advance of ter- 
mination upon the points or stages at 
which work under the terminated war 
contract is to be stopped in order to com- 
ply with the policy stated above. Other- 
wise the termination notice should 
specify such points or stages. ‘ 

(b) Any agreement made in advance 
of termination which provides for reten- 
tion of work in process by the contractor 
shall provide for halting production for 
the purpose of checking inventories at 
the stage at which production would oth- 
erwise have been stopped under para- 
graph (a), except where inventories may 
be so checked without halting produc- 
tion. 

(c) In exceptional cases, the contract- 
ing officer may authorize continued proc- 
essing to a stage necessary to get a usable 
end product or component where the 
available data or actual commitments of 
responsible persons make it apparent 
that an undue loss to the Government 
on the production to date will be pre- 
vented thereby, Provided, That: 

(1) The contracting officer, after dili- 
gent effort, has been unable to agree with 
the contractor in advance of termination 
for the retention of work in process at a 
reasonable figure which, in the opinion 
of the contracting officer from available 
data, is greater than the net proceeds 
that could reasonably be expected to be 
obtained if the work in process were of- 
fered for general sale and would result 
in a saving in the amount which would 
otherwise have been payable by the Gov- 
ernment as fair compensation for the 
termination of the contract; 

(2) The contracting officer considers 
on the basis of available data that the 
realizable value of work in process, if 
work on it were stopped immediately, 
plus the cost of additional processing 
would be less than the value of the end 
product or component; and 

(3) The continuation of production in 
the specific instance has been approved 
by the Readjustment Division, ASF, for 
the War Department, or by the chief of 
the bureau in the Navy Department. 


Under no circumstances will processing 
be continued for the purpose of complet- 
ing surplus items on a speculative basis. 

(d) Where any end product is desired 
by any other responsible government 
agency for any use, or by any responsible 
civilian agency for use in civil relief for 
liberated and occupied countries, the 
work in process should be completed to 
the extent desired by such agencies 
whenever they have arranged in advance 
to take over specific contracts at the con- 
tract price. [JTR 241.3] 


§ 842.241-4 Obtaining data from local 
representatives. In some cases the effect 
of a proposed termination cannot be fully 
analyzed in the office of the chief of the 
service or bureau concerned. Local pro- 
curing offices, material inspectors, plant 
agents, expediters and others who have 
been concerned in the plants of the prime 
contractor and subcontractors with the 
administration of the war contracts to 
be terminated will ordinarily possess first 
hand information as to the status of pro- 
duction, production methods and other 
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details about such contracts. In decid- 
ing on the point of termination, the 
contracting officer should obtain the 
necessary information from these read- 
ily available sources, and from the pre- 
termination conference described in 
§ 842.242. Where representatives in the 
field consider a proposed termination un- 
wise, they should not hesitate to ask its 
reconsideration. [JTR 241.4] 


§ 842.242 Conference with prime con- 
tractor before termination. Conferences 
with prime contractors before termina- 
tion is discussed in the following sections. 
(JTR 242) 


§ 842.242-1 When to be held. (a) 
Unless the proposed termination does 
not involve factors of any complexity, or 
special circumstances make it impracti- 
cal, the contracting officer should hold 
a conference with the prime contractor 
before termination. Where practicable, 
such a conference should usually be held 
before a report is filed on PEC Form B 
or C pursuant to § 842.233. This confer- 
ence will supplement any previous ad- 
vance planning discussions with the con- 
tractor under § 842.222. 

(b) In the more important cases it 
may be advisable to confer with all inter- 
ested prime contractors and principal 
subcontractors, so that each may con- 
tribute all pertinent information in his 
possession as a basis for decision as to 
terminating or adjusting delivery sched- 
ules of particular contracts. 

(c) This conference should be consid- 
ered as the start in the process of nego- 
tiating a speedy settlement. Frequently, 
it will eliminate problems which might 
otherwise delay or complicate the final 
settlement. [JTR 242.1] 


§ 842.242-2 Subjects for discussion. 
In such a conference, if held, such of the 
following points should be discussed as 
may be appropriate under the circum- 
stances: 

(a) The reasons which make a termi- 
nation necessary; 

(b) Appropriate effective date of ter- 
mination; 

(c) Work in process which may ad- 
vantageously be completed; 

(d) Status of performance of prime 
contract and subcontracts, with a view 
to determining which, if any, subcon- 
tracts should be retained and completed; 

(e) Problems of labor relations and 
unemployment which may result; 

(f) Pinancial problems of the prime 
contractor and subcontractors which 
may arise in connection with the ter- 
mination; 

(g) Procedures to be followed by the 
prime contractor upon the effective date 
of the termination; 

(h) A program for property disposition 
and scrapping; 

(i) Other work which may be substi- 
tuted for that which is to be terminated; 

(j) The matters specified in § 842.- 
254-2. [JTR 242.2] 


§ 842.243 Preparation of termination 
notice. The preparation of a termina- 
tion notice is treated in the following 
sections. [JTR 243] 


te 


§ 842.243-1 Standard forms of notice. 
(a) The prime contractor may be noti- 
_ fied to terminate by a letter notice or by 
telegraphic notice followed by a letter 
notice. 
(b) Standard forms of telegraphic 
notice are set out in § 849.941. 
(c) Standard forms of letter notice for 
fixed-price and _  cost-plus-a-fixed-fee 
contracts containing approved prime 
contract termination articles or other 
similar articles are set out in § 849.942. 
(d) Where the chief of the service or 
bureau determines that any portion of 
the standard form of notice is inap- 


. propriate for any case or class of cases, 


he may omit or that portion. 


(JTR 243.1] 


§ 842.243-2 Instructions for preparing 
notice. In using the standard forms pre- 
scribed by § 849.942, the following in- 
formation should be clearly stated: 

(a) The effective date of termination. 
This shall not be earlier than the date 
the letter notice or preceding telegraphic 
notice is delivered to the business ad- 
dress of the prime contractor unless the 
contractor agrees to an earlier date. 
Where a temporary suspension of work 
is followed by a termination, the date of 
the suspension of work should ordinarily 
be designated as the effective date of 
termination if the contractor so agrees. 

(b) The performance to be discon- 
tinued and, if the termination is partial, 
the portion of the contract to be con- 
tinued. 

(c) Any subcontracts which are not to 
be terminated. 

(d) Any special directions which can 
then be given as to the protection of 
Government property in the custody of 
the prime contractor or any subcon- 
tractor. 

(e) Any special directions or limita- 
tions, which can then be stated, with re- 
spect to the sale or retention of any 
termination inventory by the prime con- 
tractor or any subcontractor or its trans- 
fer to the Government. [(JTR 243.2] 


§ 842.244 Detailed instructions to 
prime contractors for delivery with no- 
tice. A standard form of instructions 
to advise the prime contractor as to the 
course of action to be followed by him 
immediately upon receipt of the termi- 
nation notice is set out in § 849.943. In 
every case the contracting officer should 
prepare and furnish to the prime con- 
tractor with the termination notice, or 
with the confirmation thereof, a copy of 
these instructions modified or supple- 
mented to the extent the contracting of- 
ficer deems necessary for the particular 
case. In the interest of uniformity of 
procedure, the language of the form 
should not be changed except for sub- 
stantial reasons arising in a particular 
case. With these instructions, the con- 
tracting officer should send to the prime 
contractor copies of the suggested forms 
of termination notices and instructions 
to subcontractors set out in § 849.944. 
[JTR 244] 


§ 842.245 Service of termination 
notice. (a) In order to enable the 


vary 


prime contractor to terminate his own 
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work and that of subcontractors in an 
efficient and orderly manner, the termi- 
nation notice shall be given as far in 
advance of the cessation of work there- 
under as is feasible and consistent with 
the national security without permit- 
ting unneeded production or perform- 
ance. 

(b) In all cases, the termination 
notice should be served in written form, 
preferably by delivery by hand, regis- 
tered mail or telegram. Where the 
notice of termination is sent by tele- 
gram, it should be confirmed by letter. 
A signed acknowledgment of receipt of 
the notice should be obtained from the 
prime contractor wherever possible, and 
when this is not possible, a written rec- 
ord of proof of delivery shall be made. 

(c) Copies of the notice of termina- 
tion shall be sent to any assignee, who 
has filed a proper notice of assignment, 
and any guarantor or surety, of the 
prime contractor with respect to the ter- 


-minated contract, and to the appro- 


priate disbursing officer, and to such 
other officers and agents of the depart- 
ments as the chief of the service or 
bureau may direct. 4 

(d) Upon termination of Navy prime 
contracts, copies of the termination no- 
tice shall also be transmitted promptly 
to the cognizant Navy material inspec- 
tor, to the Director, Cost Inspection 
Service, Bureau of Supplies and Ac- 
counts, and to the Chief, Finance Divi- 
sion, Office of Procurement and Mate- 
rial. When a notice of termination of a 
Navy prime contract is sent to the prime 
contractor by telegram, the copy to the 
‘cognizant Navy material inspector 
should likewise be sent by telegram or 
TWX, and followed by a copy of the 
letter termination notice. [(JTR 245] 


SUBPART E—IMMEDIATE ACTION AFTER 
TERMINATION 


§ 842.250 Scope. This subpart de- 
scribes the duties of the prime contractor 


‘and the contracting officer immediately 


after the service of the notice of termi- 
nation with respect to the stoppage of 
work and the planning of the termina- 
tion settlement. [JTR 250] 


§ 842.251 Immediate duties of prime 
contractor under notice. The immedi- 
ate duties of a prime contractor under 
notice are set forth in the following sec- 
tions. [JTR 251] 


§ 842.251-1 Stoppage of work. The 
prime contractor must discontinue the 
making of subcontracts and -nust take 
all necessary steps to stop work as 
promptly as practicable on and after the 
effective date of the termination notice, 
except that the prime contractor may 
continue any part of the work for his 
own account, unless the notice expressly 
provides otherwise. The contractor is 
not entitled to any compensation, or re- 
imbursement of costs, for work done 
after he should have stopped work, or 
for work continued for his own account. 
The contractor should immediately call 
to the attention of the contracting of- 
ficer any special circumstances which 
make it necessary or desirable to con- 
tinue some or all of the work for the 
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account of the Government in order to 
avoid waste of materials or work in 
process, or injury to the plant or other 
property. [JTR 251.1] 


§ 842.251-2 Completion of continued 
portion. The prime contractor must 
complete any continued portion of the 
prime contract in accordance with the 
termination notice. He should promptly 
submit to the contracting officer any re- 
quests for equitable adjustment in the 
terms and prices for the performance 
of the continued portion of the contract, 
and any evidence showing changes in 
the probable cost of such performance 
which will result from the partial termi- 
nation and will not be taken into account 
in the termination settlement. Such an 
equitable adjustment in the price or 
terms of the continued portion shall not 
be used to compensate the contractor for 
his termination claim. [JTR 251.2] 


§ 842.251-3 Termination of subcon- 
tracts. (a) Except as the termination 
notice provides otherwise, the prime con- 
tractor must take steps to terminate, with 
or without the consent of the subcontrac- 
tors, all unperformed or partially per- 
formed subcontracts related to the ter- 
minated portion of the prime contract, 
except that he may continue any such 
subcontracts for his own account unless 
the notice expressly provides otherwise. 
Such subcontracts must be terminated 
as promptly as practicable on and after 
the effective date of the termination 
notice or, if the termination notice so 
provides, at such later times as the con- 
tracting officer may direct. The prime 
contractor will notify his subcontractors 
of the termination as far in advance of 
the effective date as possible. Subcon- 
tractors in turn should be required to 
pass along the same requirements to 
their immediate subcontractors. If any 
subcontractor continues work after it 
should have been stopped, neither he nor 
the prime contractor is entitled to com- 
pensation or reimbursement from the 
government for such work. 

(b) The prime contractor should take 
such action as the contracting officer 
may direct to secure to the Government 
by assignment or otherwise the benefit 
of his rights under subcontracts in ac- 
cordance with § 846.614. [JTR 251.3] 


§ 842.251-4 Termination inventory. 
(a) The prime contractor and each sub- 
contractor must use reasonable care, and 
in addition take such action as the con- 
tracting officer may direct or approve, 
to protect and preserve property in his 
possession in which the Government has 
or May acquire an interest, and to reduce 
or prevent loss or damage to the Gov- 
ernment, 

(b) As soon as practicable after the 
termination, the prime contractor should 
develop and present to the contracting 
officer a program for the disposition of 
termination inventory both by the prime 
contractor and by the various tiers of 
subcontractors, and should issue instruc- 
tions to and through its immediate sub- 
contractors as to the methods of carrying 
Out the program. [JTR 251.4] 


§ 842.251-5 Notice of suits. (a) The 
prime contractor should promptly notify 


the contracting officer in writing of any. 
legal proceedings against the contractor, 
based upon any subcontract or commit- 
ment related to the terminated prime 
contract, which are pending on the effec- 
tive date of the termination notice or are 
brought at any time thereafter. 

(b) The contracting officer should give 
notice through channels of all such liti- 
gation with his recommendation thereon 
(1) in the War Department, to the Liti- 
gation Division, Office of The Judge Ad- 
vocate General, (2) in the Navy Depart- 
ment, to the Office of the General Coun- 
sel. That office will decide whether to 
assume control of any such case and de- 
fend against the claim by suitable ar- 
rangement with the prime contractor. 
(JTR 251.5] 


§ 842.251-6 Preparation of settlement 
proposal. The prime contractor must 
proceed promptly to prepare his proposal 
for settlement of his termination claim, 
and necessary supporting schedules. He 
should also take steps to obtain promptly 
similar proposals and schedules from his 
subcontractors. [JTR 251.6] 


§ 842.252 Treutment of completed ar- 
ticles. Treatment of completed articles 
is discussed in the following sections. 
[JTR 252] 


§ 842.252-1 Acceptance of completed 
articles under contract. (a) The termi- 
nation notice for a fixed price supply 
prime contract should exclude from the 
terminated portion of the contract any 
completed articles accepted and deliv- 
ered after the termination. 

(b) Promptly after giving the prime 
contractor notice of termination, the 
contracting officer shall take steps to in- 
spect amd accept all completed articles 
which comply with the provisions of the 
prime contract and which do not rep- 
resent unreasonable anticipation of pro- 
duction schedules, unless the contracting 
officer directs other disposition of such 
articles. 

(c) The production of completed ar- 
ticles in advance of schedules will not be 
considered unreasonable where such pro- 
duction (1) was requested or approved 
by the Government, or (2) was required 
for economic or efficient performance of 
the contract and was done in good faith. 

(d) The contractor may obtain pay- 
ment for articles so accepted and deliv- 
ered by invoicing them at the contract 
price in the usual manner and omitting 
them from his termination claim, [JTR 
252.1] 


§ 842.252-2 Inclusion in settlement. 
(a) Where acceptable completed articles 
are not delivered and invoiced under the 
contract, the contractor may include 
such articles in his settlement proposal 
at the contract price appropriately ad- 
justed for any saving of freight or other 
charges, together with any credits for 
their disposition or retention. 

(b) The contractor can obtain prompt 
payment on account of such articles be- 
fore final settlement of his claim either 
through a partial payment under §843.- 
353 or through a partial final settlement 
under § 845.515-2. [JTR 252.2] 


§ 842.253 Designation and authority 
of principal representatives of contract- 
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ing officer. The designation and author- 
ity of principal representatives of the 
contracting officer are set forth in the 
following sections. [JTR 253] 


§ 842.253-1 Designation in War De- 
partment. In the War Depariment, the 
contracting officer will designate one or 
more persons to act as his principal rep- 
resentative in connection with each ter- 
mination. [JTR 253.1] 


§ 842.253-2 Authority in War De- 
partment. (a) Such_ representatives 
should be given either general or limited 
authority: 

(1) To approve partial payments for 
the prime contractor and his subcontrac- 
tors under Part 843; 

(2) To approve the disposition or re- 
tention of termination inventory, where 
required; 

(3) To approve settlements with sub- 
contractors up to some stated amount; 

(4) To act upon miscellaneous minor 
questions in connection with the termi- 
nation settlement; 

(5) To negotiate a settlement subject 
to any required approval. 

(b) Generally it is good practice to 
state in writing the scope of the author- 
ity of the principal representative of 
the contracting officer. In appropriate 
cases, to avoid misunderstanding, a copy 
should be furnished to the prime con- 
tractor and subcontractors. In any case 
the prime contractor should be clearly 
advised that such representative is not 
authorized to agree finally upon a settle- 
ment with the prime contractor. [JTR 
253.2] 


§ 842.253-3 Designation and responsi- 
bility of Navy material inspectors. The 
Navy material inspector cognizant of a 
particular war contractor is a general 
representative of a Navy contracting of- 
ficer in the field. He is authorized to 
perform the specific duties outlined in 
this section, unless the contracting of- 
ficer specifically limits or withdraws such 
authority in a particular case. The con- 
tracting officer may limit or withdraw the 
authority of a Navy material inspector 
where extraordinary circumstances make 
this advisable, and the contracting of- 
ficer may delegate such authority to oth- 
er persons. The Navy material inspec- 
tor’s responsibilities include the follow- 


(a) Instructing the prime contractor 
and subcontractors in the general prin- 
ciples stated in this subchapter in order 
to enable them properly to prepare their 
settlement proposals; 

(b) Conferring with the prime con- 
tractor when conferences are held under 
§$ 842.242 and 842.254; 

(c) Examining applications by war 
contractors for partial payments, as set 
forth in $$ 843.351-3 and 843.362; 

(d) Acting as the representative of the 
contracting officer in the handling of ter- 
mination inventories as set forth in 
§ 844.415-2; 

(e) In the case of an inspector cog- 
nizant of the prime contractor, selecting 
for approval and approving subcontract 
settlements as set forth in § 846.644; 

(f) Examining settlement proposals of 
the prime contractor and subcontractors 
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as set forth in §§ 846.645-2 and 847.721-4. 
(JTR 253.3] 


§ 842.254 Initial conference with the 
prime contractor after termination. The 
initial conference with the prime con- 
tractor after termination is discussed in 
the following sections. [JTR 254] 


§ 842.254-1 Importance of conference. 
(a) Where a termination is substantial, 
a conference should ordinarily be held 
with the prime contractor at the time 
of service of the termination notice, or 
as promptly as possible thereafter, to de- 
velop a definite program for making the 
settlement. This conference is an im- 
portant step in the negotiation of the 
settlement. Analysis of the problems 
of the particular case and agreement on 
the general basis for preparing the con- 
tractor’s claim will reduce the amount 
of accounting review and facilitate final 
settlement. Every effort should be 
made in this conference to dispose of as 
Many questions as possible by agree- 
ment. 

(b) All interested groups in the office 
of the contracting officer should be rep- 
resented at this conference. Normally, 
this will include the prinicpal represent- 
ative of the contracting officer and ap- 
propriate negotiating, technical, engi- 
neering, legal, property disposal, and ac- 
counting personnel. 

(c) In substantial terminations, it 
may be desirable to have at the confer- 
ence major subcontractors of the prime 
contractor. [JTR 254.1] 


§ 842.254-2 Scope of conference. (a) 
If no conference was held before termi- 
nation, the contracting officer should 
make certain that the prime contractor 
understands fully his obligations under 
the termination article as stated in 
§ 842.251. He should emphasize: 

(1) The duty of the prime contractor 
to review and settle claims of subcon- 
tractors; 

(2) The responsibilities of the prime 
contractor and subcontractors for the 
prompt preparation of settlement pro- 
posals, and prompt disposition of ter- 
mination inventory; 

(3) The responsibilities to the War 
Manpower Commission and employees 
stated in § 842.235. 

(b) This conference should establish, 

~at least tentatively: 

(1) The general principles for settle- 
ment and the basic terms on which the 
particular settlement is to be made; 

(2) The information to be furnished 
by the prime contractor; 

(3) The methods to be followed in dis- 
posing of termination inventory, and 
wherever practicable, definite authority 
to dispose of specific items cr classes of 
items; 

(4) The accounting or other investi- 
gations to be undertaken; 

(5) The need of the prime contractor 
and his subcontractors for interim 
financing and a program for furnishing 
such financing. [JTR 254.2] 


§ 842.255 Time schedule for setile- 
ment. (a) A time schedule for the spe- 
cific steps required for the settlement of 
the claim will facilitate its orderly 
settlement. This schedule should be 


worked out at the initial conference if 
possible, and should fix the following: 

(1) The time for submission of any 
application by the prime contractor for 
partial payments. 

(2) The period within which the prime 
contractor will ascertain whether any 
of his subcontractors require partial pay- 
—— or other types of interim financ- 
ng. 

(3) The time for submission of the 
prime contractor’s inventory schedules. 
Generally, these’ should be submitted 
within 30 days, but where practicable, 
partial inventories should be submitted 
earlier. 

(4) A schedule for submission by sub- 
contractors of their inventory schedules 
and settlement proposals. 

(5) The time for submission by the 
prime contractor of a partial proposal 
covering his own charges. 

(6) The time for submission of the 
prime contractor’s final settlement pro- 
posal, including the charges of all sub- 
contractors. Generally this should be 
submitted within 60 days except in com- 
plicated cases. 

(7) The time for the accounting re- 
view of the settlement proposal and for 
negotiation of the final settlement. Gen- 
erally, the proposed date for final settle- 
ment should not be more than 90 days 
after the date fixed for termination. 

(b) The prime contractor should 
promptly prepare a complete list of his 
immediate subcontractors and make 
certain that he has notified them all to 
file with him their inventory schedules 
and settlement proposals in accordance 
with the time schedule. As inventory 
schedules and settlement proposals are 
received from subcontractors, the con- 
tracting officer and prime contractor 
should adjust the time schedules for sub- 
sequent action. [JTR 255] 


§ 842.256 Modification of termination 
instructions. The contracting officer 
may rescind, modify, or revise the in- 
structions in the termination notice with 
or without the consent of the prime con- 
tractor. If the contractor has materially 
changed his position in reliance upon 
such earlier instructions, he shall be rea- 
sonably compensated for any resulting 
expenses by termination charges. [JTR 
256] 


Part 843—INTERIM FINANCING 


Sec. 
843.300 Scope of part. .« 
SUBPART A—GENERAL POLICY AND ADMINIS- 


TRATION 
843.310 Scope. 
843.311 Basic policy on interim financing. 
843.312 Methods of interim financing. 
843.313 Choice of method. 
843.314 Administration of interim financ- 
ing. 
843.314-1 Within the War Department, 
843.314-2 Within the Navy Department. 
843.314-8 Contract Financing Section in 
service or bureau. 
843.8144 Application of existing pro- 
cedures. 
843.315 Protection of other financing. 
843.316 Overstatements of claims. 
843.317 Collection and settlement of 
interim financing. 
843.3817-1 Agencies authorized. 
848.317-2 Extent of authority. 
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SUBPART B—GUARANTEED LOANS 


Scope. 

Basis of guaranteed loan program, 

Previous forms of V and VT-Loans, 

1944 V-Loan Guarantee. 

Simplified form. 

When V-Loan made. 

Guarantees and fees. 

Protection on termination. 

Procedure for T-Loans. 

Standard forms. 

Negotiation of loan. 

Borrowing under T-Loan. 

Procedure for T-Loan guarantee. 

Application for guarantee. 

Procedure for guarantee by War 
Department. 

Procedure for guarantee by Navy 
Department. 

Execution of guarantee agreements 
by Federal Reserve Banks. 

Factors to be considered by guar- 
antor. 


SUBPART C—-USE OF ADVANCE PAYMENTS FOR 
INTERIM FINANCING 


Scope. 

Authority to use advance pay- 
ments for interim financing. 

Amounts on deposit. 

Amounts previously authorized. 

Authorizing additional amounts. 

Advance payments on partially 
terminated contracts. 


843.330 
843.331 


843.331-1 
843.331-2 
843.331-3 
843.331-4 


SUBPART D—GENERAL PROVISIONS FOR PARTIAL 
PAYMENTS 


843.340 
843.341 
843.342 
843.343 


Scope. 

Authority. 

Partial payment defined. 

Types of partial payment author- 
ized 


Deductions in computing amount of 
partial payments. 

843.345 Recognition of assignments. 

843.346 Effect of overpayments. 


SUBPART E-——PARTIAL PAYMENTS FOR THE BENEFIT 
OF PRIME CONTRACTORS 


Scope. 

Submission of applications. 

General. 

War Department procedure. 

Navy Department procedure. 

Immediate partial payment. 

When used. 

Amount to be allowed. 

Minimum amount of payment. 

Maximum amount of payment. 

Cost-supported partial payments. 

When used. 

Amount to be allowed. 

Disbursement of partial payments 
to prime contractors. 

Partial payments to prime con- 
tractors on account of final set- 
tlements with subcontractors. 

Controlled partial payments. 

843.356-1 When used. 

8438.356-2 Administration. 


SUBPART F—PARTIAL PAYMENTS FOR THE 
BENEFIT OF SUBCONTRACTORS 


843.344 


843.350 
843.351 
843.351-1 
843.351-2 
843.351-3 
843.352 
843.352-1 
843.352-2 
843.352-3 
843.352-4 
843.353 
843.353-1 
843.353-2 
843.354 


843.355 


843.356 


843.360 Scope. 

843.361 Methods of making partial pay- 
ments to subcontractors. 

843.362 Submission of application. 

843.363 Payments transmitted through 
the contractual chain. 

848.363-1 How made. 

848.368-2 Disbursement. 

843.364 Partial payments from a fund 
paid to higher tier contractor. 

843 364-1 Creation of fund. 

843.364-2 Use of fund. 

843.364-8 Disbursement, 

843.365 Protection of payments to sub- 
contractors. 

848.366 Direct payment, 


843 322 
843 323-2 
843.323-3 
843.323-4 
843.324 
843.324-1 
843 .324-2 
843.324-3 
843.325 
843 .325-1 
843.3 
ae 
: 
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Sec. 

§43.366-1 When authorized. 

843.366-2 Disbursement. 

843.367 Controlled partial payments for 
subcontractors. 

843.368 Delegation of authority to make 
partial payments. 

843.369 Effect of payments to subcon- 


tractors. 


§ 843.300 Scope of part. This part 
sets forth thé policies and procedures 
applicable to interim financing of war 
contractors pending settlement of their 
termination claims, [JTR 300] 


SUBPART A—GENERAL POLICY AND 
ADMINISTRATION 


. § 843.310 Scope. This subpart states 
the general policies relating to interim 
financing, enumerates the methods 
available for such financing and de- 
scribes the basic organization. [JTR 
310) 


§ 843.311 Basic policy on interim 
financing. Section 8 of the act requires 
that adequate interim financing be pro- 
vided for all war contractors, pending 
settlement of their termination claims, 
within thirty days after proper appli- 
cation therefor. Contracting officers 
should be informed, and should inform 
war contractors, regarding the types of 
interim financing available. [JTR 311] 


§ 843.312 Methods of interim financ- 
ing. The following methods of interim 
financing are available: 

(a) Guaranteed V-Loans for contrac- 
tors still in war production (§§ 843.321 to 
843.323) ; 

(b) Guaranteed T-Loans for use on 
termination (§$§ 843.324 to 843.326) ; 

(c) Advance payments authorized 
prior to termination or additional ad- 
vances authorized thereafter ($ 843.330 
and following) ; 

(d) Partial payments (§ 843.340 and 
following). 312] 


§ 843.313 Choice of method. Interim 
financing should be provided through 
partial payments, upon request of the 
war contractor, whenever administra- 
tively practicable. Where war contrac- 
tors have numerous contracts with sev- 
eral agencies, services or bureaus, or are 
primarily subcontractors, guaranteed 
loans may be a more practicable method 
of initially financing the war contrac- 
tor’s termination claims. [JTR 313] 


§ 843.314 Administration of interim 
financing. The administration of in- 
terim financing is discussed in the fol- 
lowing sections. [JTR 314] 


§ 843.314-1 Within the War Depart- 
ment. (a) Subject to review by the Di- 
rector of Matériel, or by the Director of 
the appropriate Division under his su- 
pervision, the Fiscal Director or his au- 
thorized representatives may establish 
policies and procedures to govern the 
Federal Reserve Banks, Financial Con- 
tracting Officers, and Liaison Officers in 
exercising their authority and discretion 
under this subchapter and to govern in- 
terim financing by advance payments 
under this ‘subchapter. The Advance 
Payment and Loan Branch, Special Fi- 
nancial Services Division, Office of the 
Fiscal Director, Headquarters, Army 


Service Forces, will administer such pol- 
icies and procedures. 

(b) The Fiscal Director may act for 
the War Department as a Financial Con- 
tracting Officer and may designate other 
persons to act as such Financial Con- 
tracting Officers under this section. Any 
person authorized to act for the War 
Department as a Financial Contracting 
Officer under Executive Order No. 9112 
may also exercise the authority of a Fi- 
nancial Contracting Officer under this 
section. 

(c) Any Financial Contracting Officer 
may exercise all authority and discretion 
conferred upon the War Department 
under section 8 (g) and section 10 of the 
act. Such Financial Contracting Offi- 
cers may also exercise the authority and 
discretion of Liaison Officers under this 
Part 843. 

(d) Interim financing by advance and 
partial payments will be made in accord- 
ance with this subchapter. [JTR 314.1] 


§ 843.314-2 Within the Navy Depart- 
ment. (a) The Chief of the Office of 
Procurement and Material, and the 
Assistant Chief in Charge of Procure- 
ment, and the Chief and Assistant Chief 
of the Finance Division of that office, 
may each exercise all authority and dis- 
cretion conferred on the Secretary of the 
Navy or the Navy Department: 

(1) By or pursuant to section 10 of the 
act, or 

(2) By or pursuant to sections 8 and 9 
of the act with respect to interim financ- 
ing made through (i) loans, (ii) advance 
payments made before termination, and 
(iii) advance payments made after ter- 
mination to any war eontractor having 
at the time of such termination an exist- 
ing agreement with the Navy Depart- 
ment under which advance payments 
have been made or authorized in con- 
nection with the performance of any war 
contract. 

(b) ‘The chief of each bureau may ex- 
ercise all authority and discretion con- 
ferred on the Secretary of the Navy or 
the Navy Department with respect to in- 
terim financing by means of partial pay- 
ments pursuant to sections 8 and 9 of 
the act in conformity with such policies 
and procedures as may be prescribed by 
the Industrial Readjustment Branch, 
OP&M. [JTR 314.2] 


§ 843.314-3 Contract Financing Sec- 
tion in service or bureau. Each procure- 
ment office of a service and each bureau, 
which has not established a Contract 
Financing Section or similar unit, shall 
promptly establish such a section. Such 
sections should have personnel compe- 
tent to advise contractors and Govern- 
ment personnel engaged in termination 
settlements with respect to the various 
types of interim financing available. 
Their duties and responsibilities with re- 
spect to the administration of interim 
financing are to be prescribed by the 
chiefs of the procurement offices or bu- 
reaus. [JTR 314.3] 


§ 843.314-4 Application of existing 
procedures, Except to the extent incon- 
sistent with these subchapters, proce- 
dures applicable to loans, guarantees and 
advance payments under the First War 
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Powers Act and Executive Orders 9001 
and 9112 shall apply to the administra- 
tion of loans, guarantees and advance 
payments under the act. (For the War 
Department, see §§ 803.319 to 803.321 of 
this chapter). [JTR 314.4] 


§ 843.315 Protection of other financ- 
ing. Whenever a prime contract ,is 
about to be terminated, the service or 
bureau responsible for the termination, 
if requested, shall provide the office or 
officer administering outstanding ad- 
vance payments or guaranteed loans of 
the contractor with all information nec- 
essary for the purpose of administering 
such outstanding financing. In the case 
of loans guaranteed by the War Depart- 
ment, such information will be given to 
the Liaison Officer assigned by the Ad- 
vance Payment and Loan Branch, Head- 
quarters, Army Service Forces, to the 
Federal Reserve Bank for the district. 
In the case of advance payments made 
by, and loans guaranteed by, the Navy 
Department, such information shall be 
given to the Finance Division, OP&M. 
[JTR 315] 


$ 843.316 Overstatements of claims. 
Section 8 (d) of the act provides that in 
case of an overstatement by any war 
contractor of the amount due on his 
termination claim in connection with 
any interim financing under the act, 
such contractor shall pay to the United 
States as a penalty an amount equal to 
6% of the overstatement. This provi- 
sion applies to an overstatement of the 
amount due on account of the appli- 
cant’s termination claims contained in 
an application for a loan, guaranteed 
loan, advance payment or partial pay- 
ment and in any certificate by the war 
contractor in connection therewith. 
The penalty imposed by this section of 
the act is not to be confused with the 
penalty imposed by section 9 (b) on the 
receipt of excess advance or partial pay- 
ments (§ 843.346). The penalty for 
overstatement arises whether or not any 
excess payment results therefrom. This 
penalty may be suspended or modified by 
the Director of Contract Settlement, if, 
in his opinion, the imposition thereof 
would be inequitable. [JTR 316] 


§ 843.317 Collection and settlement of 
interim financing. The collections and 
settlement of interim financing are dis- 
a in the following sections. [JTR 

] 


§ 843.317-1 Agencies authorized. (a) 
The Financial Contracting Officers at- 
tached to the Office of the Fiscal Direc- 
tor, ASF, of the War Department, and 
the Finance Division, OP&M, of the Navy 
Department are authorized to settle 
claims arising from or related to any 
loan made or guaranteed by the War or 
Navy Department, in contemplation of 
or related to termination of war con- 
tracts. 

(b) In the case of the War Depart- 
ment, the chief of the service making 
any advance payment in contemplation 
of or related to termination of any war 
contract, and in the case of the Navy 
Department, the Finance Division, 
OP&M, is authorized to settle claims 
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arising from or related to any such ad- 
vance payment. 

(c) The chief of the service or bureau 
making, authorizing, or ratifying any 
partial payment to any war contractor 
under the act is authorized to settle 
claims arising from or related to any 
excess partial payment. [JTR 317.1] 


§ 843.317-2 Extent of authority. (a) 
Any representative of the War or Navy 
Department who is authorized, under the 
First War Powers Act, Executive Order 
9001 or 9112, or under the act, to collect 
or settle claims arising from or related 
to advance or partial payments, or direct 
or guaranteed loans, may exercise such 
authority with respect to such interim 
financing whether made, acquired, or 
authorized before or after the effective 
date of the act. 

(b) The authority, under section 8 (g) 
of the act, to settle claims arising from 
or related to interim financing is deemed 
to apply to any financing heretofore pro- 
vided through V or VT guaranteed loans, 
and to any financing provided under the 
1944 V-Loan Guarantee, if the terms of 
the loan covered by such 1944 V-Loan 
Guarantee provide for borrowings upon 
the basis of receivables, inventories or 
other charges under terminated con- 
tracts as well as unterminated contracts. 
317.2] 


SUBPART B—GUARANTEED LOANS 


§ 843.320 Scope. This subpart de- 
scribes the various types of guaranteed 
loans and their use for financing war 
contractors having termination claims. 
{JTR 320) 


§ 843.321 Basis of guaranteed loan 
program. (a) Guaranteed loans for 
production authorized by Executive Or- 
der 9112 under the First War Powers Act 
include termination protection as a fea- 
ture additional to their production 
aspect. The Contract Settlement Act of 
1944 specifically authorizes the making 
of guaranteed loans for termination. 

(b) Under the guaranteed loan ar- 
rangement, a financing institution makes 
a loan to its customer under a guar- 
antee from the War Department, the 
Navy Department or any other Govern- 
ment agency authorized to guarantee 
loans. Guaranteed loans are made pri- 
marily to war contractors who wish to 
secure financing on a company-wide 
basis. Such loans afford a convenient 
medium for financing borrowers who 
hold subcontracts, or numerous prime 
contracts, or prime contracts with sev- 
eral contracting agencies. 

(c) Under both Executive Order 911% 
and the act, the Federal Reserve Banks 
are authorized to act in behalf of the 
War and Navy Tepartments as fiscal 
agents of the United States in connec- 
tion with the guaranteed loan program, 
(JTR 321] 


§ 843.322 Previous forms of V and 
VT-Loans. (a) The early forms of 
guarantee agreement provided protec- 
tion on termination by requiring the 
financing institution to suspend the ma- 
turity of loans outstanding and by re- 
quiring the guarantor, instead of the bor- 
rower, to pay interest thereon, on the 
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basis of the ratio which the borrower's 
terminated war contracts bore to his 
unterminated war contracts. These 
forms also provided protection to financ- 
ing institutions in the event of ter- 
mination by providing a “step-up” of the 
guaranteed percentage based on a sim- 
ilar ratio. 

(b) A similar form of guarantee 
agreement was also used to cover the 
so-called VT-Loans. The guaranteed 
percentage did not exceed 90 per cent, 
except in unusual cases, and the “step- 
provision was eliminated. [JTR 

2] 


§ 843.323 1944 V-Loan Guarantee. 
Procedure for the 1944 V-Loan Guaran- 
tee is set forth in the following sections. 
(JTR 323] 


§ 843.323-1 Simplified form. A sim- 
plified form of guarantee agreement 
known as the 1944 V-Loan Guarantee 
has now been authorized. Under it the 
distinction between V and VT-Loan has 
been eliminated; provisions for waiver 


of interest and suspension of maturity, . 


and for the “step-up” of guarantee are 
omitted. [JTR 323.1] 


§ 843.383-2 When V-Loan made. 
These V-Loans are available only when 
the borrower is engaged in a business 
which is deemed necessary, appropriate, 
or convenient for the prosecution-of the 


war, and needs some financing in addi-- 


tion to his own working capital to enable 
him to perform war contracts. (JTR 
323.2] 


§ 843.323-3 Guarantees and fees. If 
the circumstances justify it, the percent- 
age of guarantee may exceed 90 per cent. 
The banks are allowed to charge a com- 
mitment fee of not in excess of one- 
fourth of 1 per cent or a flat fee of $50. 
The guarantor does not share in the com- 
mitment fee and a reduced schedule of 
= fees has been adopted. [JTR 

3.3] 7 


§ 843.323-4 Protection on termina- 
tion. V-Loans are designed primarily 
to finance war production. The war 
contractor can, however, obtain termina- 
tion protection under a V-Loan if the 
financing institution makes loans, or a 
firm commitment to lend, on the basis of 
a loan formula providing for borrowings 
based on receivables and inventories 
under terminated, as well as untermi- 
nated, war contracts and upon amounts 
payable to subcontractors under termi- 
nated war contracts. This is the for- 
mula used in most of the outstanding V 
and VT-Loans under old forms, [JTR 
323.4] 


$ 843.324 Procédure for T-Loans. 
Procedure for T-Loans is set forth in the 
following sections. (JTR 324] 


§ 843.324-1 Standard forms. Regu- 
lation No. 1 of the Office of Contract 
Settlement dated 18 August 1944 (§ 849.- 
922-1) prescribes a standard form of 
guarantee agreement for T-Loans and 
approves a standard form of loan agree- 
ment for T-Loans, together with explan- 
atory notes in connection with these 
forms. [JTR $24.1) 


§ 843.324-2 Negotiation of loan. A 
war contractor may arrange for a T-Loan 
before any of his contracts have been 
terminated. He should make application 
to his local bank and provide the bank 
with adequate information as to his 
financial condition and his war produc- 
tion contracts. The bank and the war 
contractor then agree, in the light of this 
information, as to the additional terms, 
if any, which are to be inserted in the 
standard form of termination loan 
agreement. This agreement provides for 
borrowings based upon receivables and 
inventory under contracts terminated in 
whole or in part and upon amounts paid 
or concurrently to be paid in settlement 
of subcontractors’ termination claims, 
324.2] 


§ 843.324-3 Borrowing under T-Loan. 
(a) In order to borrow, the contractor 
must present a certificate as to the 
amount of his termination claims in the 
form shown in § 849.952-3. If the bank 
believes that the amount shown in the 
certificate is substantially overstated, it 
may refuse to make advances to the 
extent of such overstatement. The bor- 
rower must present similar certificates 
every three months while the loan is out- 
standing, and both the bank and the 


. guarantor have the right to require the 


borrower to reduce the amount of the 
loan outstanding if, in their opinion, the 
amount thus outstanding substantially 
exceeds the value of the borrower's 
claims. 

(b) The borrower must reduce the 
loan as payments or credits are received 
on his termination claims and as he dis- 
poses of or elects to retain inventory 
allocable to the terminated contracts 
listed on Exhibit C of the loan agreement 
as a basis for borrowing. To comply 
with the act, the entire loan must mature 
within thirty days after final payment 
of: all of the borrower’s termination 
claims, on which the loan is based. 
{JTR 324.3] 


§ 843.325 Procedure for T-Loan quar- 
antee. Procedure for T-Loan guarantee 
is set forth in the following sections. 
(JTR 325) 


§ 843.325-1 Application for guaran- 
tee. (a) When the terms of the credit 
have been agreed upon by the war con- 
tractor and his local bank, the bank ap- 
plies for a guarantee to the Federal Re- 
serve Bank on a standard form (§ 849.- 
952-5). The Federal Reserve Bank will 
examine the application and the pro- 
posed loan agreement and will recom- 
mend terms upon which the guarantee 
should be authorized in accordance with 
§ 843.326. 

(b) If the application indicates that & 
preponderance of the borrower’s war 
contracts is with the War Department or 
is related to its contracts, the applica- 
tion will be referred to the War Depart- 
ment Liaison Officer assigned to the Re- 
serve Bank by the Office of the Fiscal 
Director, Headquarters, Army Service 
Forces. If the preponderance of the 
borrower’s war contracts is with the 
Navy Department or is related to Navy 
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prime contracts, the application and rec- 
ommendations of the Federal Reserve 
Bank will be forwarded to the Finance 
Division, OP&M, Navy Department, 
Washington, D. C. 

(c) The War Department Liaison Of- 
ficer or the Navy Finance Division, as the 
case may be, will determine whether or 
not the borrower is eligible for a guar- 
anteed loan under the terms of the act, 
and will examine the application, the 
recommendations of the Reserve Bank 
and other relevant data. [JTR 325.1] 


§ 843.325-2 Procedure for guarantee 
by War Department. (a) If the War 
Department is to guarantee the T-Loan, 
the guarantee agreement will be author- 
ized and executed according to substan- 
tially the same procedure followed for 
V-Loans except as provided in paragraph 
(b) below. 

(b) Where the amount of the loan, 
together with all other outstanding loans 
to the same borrower, made or guaran- 
teed by the War Department, or any 
other contracting agency, does not ex- 
ceed (1) $500,000 if the requested guar- 
antee does not exceed 90 per cent, or (2) 
$100,000 if the requested guarantee does 
not exceed 95 per cent, the Federal Re- 
serve Bank, after consulting the Liaison 
Officer, is authorized to execute and de- 
liver the guarantee agreement on be- 
half of the War Department, unless the 
Liaison Officer objects, or unless the Re- 
serve Bank will make or participate in 
the proposed loan. Where the Reserve 
Bank is so disqualified, the Liaison Officer 
may execute and deliver the guarantee 
agreement, if designated by the Fiscal 


. Director as a Financial Contracting Of- 


ficer for this purpose. 

(c) Where the conditions prescribed 
by paragraph (b) are not fulfilled or the 
guarantee of the loan is refused, the ap- 
plication must be referred through chan- 
nels to the Office of the Fiscal Director, 
Army Service Forces, Washington, D. C. 
for approval or review by a Financial 
Contracting Officer. [JTR 325.2] 


§ 843.325-3 Procedure for guarantee 
by Navy Department. (a) If the Navy 
Department is to guarantee the T-Loan, 
the guarantee agreement will be author- 
ized and executed according to substan- 
tially the same procedure followed for 
V and VT-Loans. 

(b) The Federal Reserve Bank will 
forward the application and accompany- 
ing documents, together with its recom- 
mendations, to the Finance Division, 
OP&M. The Finance Division will issue 
the necessary authorization to the Re- 
Bank, subject to § 843.325-4,  [JTR 

3] 


§ 843.325-4 Execution of guarantee 
agreements by Federal Reserve Banks. 
(a) The Federal Reserve Banks, acting 
as fiscal agents of the United States, are 
authorized to execute all guarantee 
agreements on behalf of the War and 
Navy Departments, unless the Reserve 
penx is to make or participate in the 
oan, 

‘b) If the Reserve Bank is so disquali- 
fied in any case, the guarantee agree- 
ment will be executed for the War De- 
partment, by a Financial Contracting 


=z 


Officer or Liaison Officer authorized to 
act as Finantial Contracting Officer for 
that purpose, or for the Navy Depart- 
ment, by the Finance Division, OP&M. 
[JTR 325.4] 


§ 843.326 Factors to be considered by 
guarantor, (a) Regulation No. 1 (§ 849.- 
922-1) prescribes the general policies to 
be followed by the Reserve Banks and 
the guarantor in guaranteeing T-Loans. 
Such guarantee will not be refused if 
the borrower is or has been engaged in 
performing an operation connected with 
or related to war production, except in 
such classes of cases as may hereafter 
be prescribed by the Director. 

(b) Conditions other than those re- 
quired under the standard loan agree- 
ment will be prescribed only in excep- 
tional circumstances and when they are 
clearly necessary to protect the Govern- 
ment’s interest. There will be no objec- 
tion to additional conditions agreed upon 
by the borrower and the financing insti- 
tution, if such conditions are not un- 
reasonable and not inconsistent with the 
standard loan agreement. 

(c) The requested percentage of guar- 
antee will not ordinarily be questioned 
unless it exceeds 90 per cent, but a higher 


percentage of guarantee will be author- 


ized if the circumstances clearly justify 
it and if other means of interim financing 
are not promptly available. 

(d) In general, officers of the War and 
Navy Departments authorized to approve 
or object to T-Loan guarantees will rely 
on the information submitted by the 
Federal Reserve Banks and upon their 
recommendations, unless further investi- 
gation appears necessary under the 
known circumstances of the particular 
case, [JTR 326] 


SUBPART C—-USE OF ADVANCE PAYMENTS FOR 
INTERIM FINANCING 


$ 843.330 Scope. This subpart deals 
with the use of advance payments for 
termination financing. [JTR 330] 


§$ 843.331 Authority to use advance 
payments for interim financing. The 
authority to use advance payments for 
interim financing is discussed in the fol- 
lowing sections. [JTR 331] 


§ 843.331-1 Amounts on _ deposit, 
Where funds are on deposit in an ad- 
vance payment account under a war con- 
tract at the time of its termination, the 
contracting officer for the War Depart- 
ment, or the Finance Division, OP&M, 
for the Navy Department, may continue 
to authorize withdrawal of such funds 
to make payments chargeable to the 
contract pending settlement of the termi- 
nation claim, provided that the contract- 
ing officer or Finance Division determines 
that the unliquidated balance of advance 
payments allocable to the contract does 
not exceed the total amount to be paid 
under the contract, including the termi 
nation charges. In making such deter- 
mination, the contracting officer or 
Finance Division may rely on such in- 
formation as may be on hand or may 
be furnished by the contractor upon re- 
quest. If the contract specifically en- 
titles the contractor to such withdrawals, 
the contracting officer or Finance Divi- 
sion shall permit them. [JTR 331.1] 
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§ 843.331-2 Amounts previously au- 
thorized. When an advarice payment has 
been authorized, but all or part thereof 
has not been paid to the contractor di- 
rectly or by deposit in the advance pay- 
ment account, before termination, the 
contracting officer or Finance Division 
may, or if the contract so requires shall, 
permit authorized payments to be made 
directly or by deposit in the advance 
payment.account, and permit withdraw- 
als from the account, in accordance with 
the terms of the contract: Provided, That 
the contracting officer or the Finance 
Division determines that the unliquidated 
balance of all advance payments alloca- 
ble to the contract will not exceed the 
total amount to be paid under the con- 
tract, including the termination charges. 
([JTR 331.2] 


§ 843.331-3 Authorizing additional 
amounts. (a) Advance payments, in ad- 
dition to those authorized prior to ter- 
mination, should generally not be - 
thorized after termination. Instead, the 
contractor should apply for a partial 
payment in an amount sufficient to liqui- 
date outstanding advance payments and 
provide him with such additional interim 
financing as he may need. 

(b) However, the contracting officer or 
the Finance Division may authorize ad- 
ditional payments after termination 
whenever it is not practicable to liqui- 
date outstanding advance payments by 
a partial payment within the time in 
which interim financing is required, or 
other circumstances, such as the exist- 
ence of pooled accounts for financing 
both terminated and unterminated con- 
tracts, make advance payments the most 
practicable method for interim financ- 
ing. The additional advance payments 
so authorized after termination generally 
should not exceed ninety per cent of the 
total amounts estimated to be payable 
under the contract, including the termi- 
nation charges, less any unliquidated 
balances of advance payments previously 
made. 

(c) In the case of the War Depart- 
ment, reports on such additional author- 
izations will be submitted to the Advance 
Payment and Loan Branch in the same 
manner as reports on advance payments 
required under § 803.321 (n) (1) of this 
chapter. In the case of the Navy De- 
partment, such additional authorizations 
will be reported by the Finance Division 
to the Industrial Readjustment Branch, 
OP&M. [JTR 331.3] 


§ 843.331-4 Advance payments on 
partially terminated contracts. Where 
advance payments have been authorized 
in connection with a contract, which has 
been partially terminated, amounts on 
deposit in the advance payment account 
may be used to pay termination charges 
as well as expenses in connection with 
performance, and additional advance 
payments may be authorized, in accord- 
ance with procedures governing advance 
payments for production purposes. 
{[JTR 331.4] 


SUBPART D—GENERAL PROVISIONS FOR 
PARTIAL PAYMENTS 


§ 843.340 Scope. This subpart covers 
general matters applicable to interim 
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financing of war contractors by means 
of partial payments on account of ter- 
mination claims. - [JTR 340] 


§ 843.341 Authority. Partial pay- 
ments are authorized by sections 8 and 
9 of the act and by General Regulation 
No. 2 promulgated by the Office of Con- 
tract Settlement on 8 September 1944 
(§ 849.922-2). A partial payment must 


‘be made to a war contractor within thir- 


ty days after proper application therefor. 
(JTR 341] 


843.342 Partial payment defined. 
(a) The term “partial payment” means 
a payment on account on a termination 
claim, made without prejudice to the 
amount of the final settlement and re- 
payable if excessive. 

(b) A partial payment is to be dis- 
tinguished from a payment on a partial 
final settlement, which, in general, can- 
not be recovered by the Government in 
the absence of fraud. [JTR 342] 


§ 843.343 Types of partial payment 
authorized. ‘The following types of par- 
tial payments are authorized: 

(a) Immediate partial payment based 
on the contractor’s estimates (§ 843.- 
352); 

(b) Cost-supported partial payment 
based on the contractor’s settlement 
proposal or other adequate statement of 
costs (§ 843.353); or 

(c) Controlled partial payment to be 
deposited in a special controlled account 
and to be released as particular items 
of cost become established and are pre- 
sented for payment (§ 843.356). 

Successive applications may be filed 
for partial payments of any type. 
(JTR 343] 


§ 843.344 Deductions in computing 
amount of partial payments. In deter- 
mining the amount of a partial payment 
of any type to be made, there shall be 
deducted from the gross amount other- 
wise payable under this subchapter any 
unliquidated balances of advance and 
partial payments theretofore made to 
the war contractor, which are allocable 
to the terminated war contract or the 
terminated portion of the war contract 
and the amounts of all credits arising 
from the sale or retention of property 
as to which costs or estimated costs were 
included in the application. The sum of 
any such credits and unliquidated bal- 
ances and of all partial payments made 
on the same termination claim shall not 
exceed any limitation imposed by this 
subchapter or by the act on the amount 
of a partial payment of any particular 
type. [JTR 344] 


§ 843.345 Recognition of assignments. 
Partial payments shall be made in such 
a manner as not to impair or modify any 
valid assignment of a claim under a war 
contract without the consent of the par- 
ties thereto. Contracting officers are re- 
quired to see that partial payments are 
made consistently with the terms of as- 
signments known to them. They may 
rely, however, on the statement in the 
application that no assignments are 
outstanding in the absence of actual 
knowledge to the contrary or notice 


given in accordance with the Assignment 
of Claims Act of 1940. [JTR 345] 


$843.346 Effect of overpayments. 
Section 9 (b) of the act provides that any 
partial payment in excess of the amount 
finally determined to be due on the ter- 
mination claim shall be treated as a loan 
from the Government to the war con- 
tractor receiving it, payable upon de- 
mand together with a penalty computed 


_ at the rate of 6 per cent per annum, from 


the date such excess payment is re- 
ceived to the date on which such excess 
is repaid. Where credits for disposi- 
tions of termination inventory reduce 
the termination claim below outstanding 
partial payments, the penalty for excess 
payments applies from the date the out- 
standing partial payments first become 
excessive. This penalty is in addition 
to the penalty for overstatement dis- 
cussed in § 843.316. [JTR 346] 


SUBPART E-——-PARTIAL PAYMENTS FOR THE 
BENEFIT OF PRIME CONTRACTORS 


§ 843.350 Scope. This subpart de- 
scribes the types of partial payments 
that will be made for the benefit of prime 
contractors and the procedures relating 
thereto. [JTR 350] 


§ 843.351 Submission o; applications. 
Procedure for the submission of applica- 
tions is set forth in the following sec- 
tions. [JTR 351] 


§ 843.351-1 General. In general, 
prime contractors will file applications 
for partial payments on substantially the 
form of application prescribed by Gen- 
eral Regulation No, 2 of the Office of 
Contract Settlement (§ 849.953). The 
charges on which the application is 
based include only the prime contrac- 
tor’s own costs and sums paid or payable 
upon final settlement of subcontractor’s 
claims, but not sums required for par- 
to subcontractors. [JTR 


§ 843.351-2 War Department proce- 
dure. A prime contractor under a War 
Department contract shall file his appli- 
cation in duplicate With the contracting 
officer under his contract. [JTR 351.2] 


§ 843.351-3 Navy Department proce- 
dure. A prime contractor under a Navy 
Department contract shall file his appli- 
cation in triplicate with the Navy mate- 
rial inspector who is cognizant of the 
prime contractor. The inspector will 
immediately forward one copy of the 
application to the contracting officer 
without comment, to be followed within 
seven days by an additional copy with 
his comments. The contracting officer 
shall refer the application, with the 
comments of the inspector, to the Con- 
tract Financing Section or its repre- 
sentative for investigation and recom- 
amendation as to the amounts to be au- 
thorized and conditions to be imposed. 
Such recommendations shall be made 
within seven days from the receipt of the 
application and comments. The con- 
tracting officer or any other person or 
persons designated by the chief of the 


cognizant bureau shall authorize the * 


partial payment. [JTR 351.3] 


$ 843.352 Immediate partial pay- 
ments. Immediate partial payments are 
discussed in the following sections. 
(JTR 352] 


§ 843.352-1 When used. It is recog- 
nized that many contractors may desire 
or need partial payments within a short 
time after termination and before par- 
tial or complete settlement proposals 
can be prepared. For this purpose im- 
mediate partial payments are author- 
ized. A prime contractor applying for 
an immediate partial payment will set 
forth in Column B of the Application 
Form (§ 849.953) his best estimate of 
the amount due on his own charges. 
(JTR 352.1) 


§ 843.352-2 Amount to be allowed. 
Subject to the limitations of $$ 843.344 
and 843.352-4, the contracting officer 
should promptly grant the application 
for partial payment in the largest 
amount he believes to be reasonable 
under all the circumstances known to 
him. In deciding the amount to be 
paid, the prime contractor’s application 
should be considered in the light of his 
general reputation, the relation between 
the amount requested and the amount 
certified by the contractor as due, and 
any other relevant information. In the 
absence of known factors militating 
against the payment requested, con- 
tracting officers are authorized to make 
their determinations of the amounts to 
be paid solely on the basis of the prime 
contractor’s application. [JTR 352.2) 


§ 843.352-3 Minimum amount of 
payment. An immediate partial pay- 
ment will be made in each case for at 
least 75 percent of the contract price of 
completed articles not delivered, plus 75 
percent of the contractor’s estimated 
costs of raw materials, purchased parts, 
supplies, direct labor and overhead allo- 
cable to the terminated portion of the 
contract (but not including the cost of 
special facilities or other items deemed 
likely to be of a controversial character, 
and not including profit), unless (a) 
the contracting officer has reason to be- 
lieve that the application for immediate 
partial payment was not filed in good 
faith, or that the amount requested is 
excessive, or that protection of the Gov- 
ernment’s interests requires denial of the 
application or payment in a_ lesser 
amount, or (b) unless the contractor 
requests payment in a lesser amount. 
This provision for minimum partial pay- 
ments shall not be construed to limit the 
responsibility of the contracting officer 
to make partial payments in the largest 
amount believed reasonable under the 
provisions of § 843.352-2. [JTR 352.3) 


843.352-4 Mazimum amount of 
payment. Immediate partial payments 
based on a prime contractor’s estimates 
shall not exceed 90 percent of the 
amount certified in the application as 
due on account of the contractor's own 
costs allocable to the terminated por- 
tion of the contract. [JTR 352.4] 


§ 843.353 Cost-supported partial pay- 
ments. Cost-supported partial pay- 
ments are discussed in the following sec- 
tions. [JTR 353) 
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§ 843.353-1 When used. This type of 
partial payment may be used after the 
contractor has submitted a partial or 
complete settlement proposal, supported 
by the data prescribed for the submis- 
sion of termination claims, or has other- 
wise submitted substantial accounting 
data. A contractor applying for Such a 
cost-supported partial payment will set 
forth his cost data in Column A of the 
Application Form (§ 849.953). [JTR 
353.1] 


§ 843.353-2 Amount to be alowed. 
Where the contractor has submitted sub- 
stantial accounting data, and a prelim- 
inary review of such data indicates that 
the application is proper and is sup- 
ported by the data submitted, the con- 
tracting officer shall authorize payment 
of such amounts as he believes to be: 

(a) An amount equal to 100 per cent 
of the amount payable, at the contract 
price, on account of undelivered accept- 
able items completed prior to the ter- 
mination date under the terms of the 
contract, or completed thereafter with 
the approval of the contracting officer; 
plus 

(b) An amount equal to 90 per cent of 
the cost of raw materials, purchased 
parts, supplies, direct labor, and manu- 
facturing overhead allocable to the ter- 
minated portion of the war contract; 
plus 

(c) A reasonable percentage of other 
allowable costs, including administrative 
overhead, allocable to the terminated 
portion of the war contract not included 
in the foregoing; plus 

(d) Such additional amounts, if any, 
as the contracting officer deems neces- 
sary to provide the war contractor with 
adequate interim financing. 

The amount of any partial payment 
made under this section shall not exceed 
the amount which, in the opinion of the 
contracting officer, is due to the con- 
tractor by reason of the termination. 
[JTR 353.2] 


. § 843.354 Disbursement of partial pay- 
ments to prime contractors. A partial 
payment to a prime contractor under 
§ 843.352 or 843.353, will be made on the 
basis of a voucher or invoice certified by 
the contractor and approved by the con- 
tracting officer in a specific amount by 
noting thereon the following, “Payment 
in the amount of $_-.------- approved.” 
In addition to the Form 1034 certificates, 
the voucher or invoice shall include sub- 
stantially the following provisions: 

The payment covered by this voucher is a 
partial payment on account of the con- 
tractor’s termination claim under contract 
, made pursuant to section 9 
of the Contract Settlement Act of 1944 and 
expressly to subsection (b) of that 
section. 


[JTR 354] 


§ 843.355 Partial payments to prime 
contractors on account of final settle- 
ments with subcontractors. A prime 
contractor may include in his applica- 
tion for a partial payment, a request for 
the full amount payable to his immedi- 
ate or remote subcontractors under final 
agreements settling the termination 
charges of those subcontractors either 
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with the approval of the contracting of- 
ficer or pursuant to a delegation of au- 
thority to the prime contractor. Par- 
tial payments will be made to a prime 
contractor to reimburse him for sums 
which he has paid to subcontractors pur- 
suant to such final settlement agree- 
ments, or to provide him with funds with 
which to pay the subcontractors. In ap- 
plying for a partial payment for this pur- 
pose, the prime contractor should list 
the amount required as Other Costs on 
line 7 of column A of the application form 
and should support the application by a 
list showing the subcontracts which have 
— settled and their amounts. [JTR 
355] 


§ 843.356 Controlled partial payment. 
Controlled partial payments are dis- 
cussed in the following sections. [JTR 
356] 


§ 843.356-1 When used. If a prime 
contractor is of doubtful financial re- 
sponsibility, or if his records are known 
to be inadequate, the contracting officer 
may require that any immediate or cost- 
supported partial payment be made to 
the contractor through the medium of a 
controlled account. [JTR 356.1] 


§ 843.356-2 Administration. Such 
controlled partial payments shall be 
originally authorized by the execution of 
a supplemental agreement to the termi- 
nated contract substantially in the form 
set forth in § 849.954 of this subchapter. 
Moneys will be deposited in a controlled 
account in the name of the prime con- 
tractor and will be made subject to with- 
drawal only in accordance with the 
agreement. The funds in the controlled 
account shall be made subject to a lien 
in favor of the Government to protect 
its interest. Under the general direction 
of the contracting officer, personnel of 
the Contract Financing Section will su- 
pervise the administration of the con- 
trolled account. [JTR 356.2] 


SUBPART E—PARTIAL PAYMENTS FOR THE 
BENEFIT OF SUBCONTRACTORS 


§.843.360 Scope. This subpart covers 
partial payments for the benefit of sub- 
contractors made either through the 
prime contractor or directly. [JTR 360] 


§ 843.361 Methods of making partial 
payments to subcontractors. (a) Par- 
tial payments may be made available to 
subcontractors by the following methods: 

(1) By payment to the prime contrac- 
tor on the application of the subcontrac- 
tor transmitted through the contractual 
chain, in accordance with § 843.363. 

(2) By payment from a fund paid to 
the prime contractor or a higher tier sub- 
contractor in accordance with § 843.364. 

(3) By direct payment from the Gov- 
ernment to the subcontractor in accord- 
ance with § 843.366. 

(4) By controlled partial payments in 
accordance with § 843.367. 

(b) The provisions of §§ 843.352 and 
843.353 regarding the types and amounts 
of partial payments for the benefit of 
prime contractors also apply to partial 
payments for the benefit of subcon- 
tractors. [JTR 361] 
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§ 843.362 Submission of application. 
(a) A subcontractor will file his appli- 
cation for a partial payment, in substan- 
tially the prescribed form (§ 849.953), 
with the war contractor liable to him, 
except where direct payment is author- 
ized by § 843.366-1. 

(ob) A war contractor receiving the 
application of a subcontractor will take 
the action with respect thereto required 
by the application form. If the war con- 
tractor receiving such an application is 
also a subcontractor, he will forward the 
application to his customer; and, if the 
war contractor receiving such an appli- 
cation is a prime contractor, he will for- 
ward it to the responsible War Depart- 
ment contracting officer or to his cog- 
nizant Navy material inspector, as the 
case may be; unless,*in either case, the 
war contractor receiving such an appli- 
cation has been delegated the authority 
to take action thereon. 

(c) In the Navy Department, the 
prime contractor will submit any appli- 
cation of a subcontractor in triplicate to 
the Navy material inspector cognizant of 
the prime contractor, and the inspector 
will follow the procedure prescribed in 
§ 843.351-3 for prime contractors’ appli- 
eations. [JTR 362] 


§ 843.363 Payments transmitted 
through the contractual chain. Pay- 
ments transmitted through the con- 
tractual chain are discussed in the fol- 
lowing sections. [JTR 363] 


§ 843.363-1 How made. The pre- 
scribed form of application for immedi- 
ate or cost-supported partial payment 
requires ‘that applications by subcon- 
tractors be reviewed by the war con- 
tractor directly liable on the claims to 
be financed and all higher tier war con- 
tractors, including the prime contractor. 
Unless payment is made by a reviewing 
war contractor, pursuant to authoriza- 
tion from the contracting officer, the ap- 
plication is transmitted to the contract- 
ing ofiicer. In signing the form of rec- 
ommendation, each war contractor 
undertakes promptly to pay over to 
his immediate subcontractor or credit 
against amounts owing from the appli- 
cant the amount received on the appli- 
cation. The contracting officer should 
expedite requests of subcontractors in 
view of the requirement of the act 
that partial payments be made avail- 
able to such subcontractors within 30 
days after receipt by the contracting 
agency of proper application therefor. 
[JTR 363.1] 


§ 843.363-2 Disbursement. A partial 
payment for the benefit of a subcon- 
tractor under § 843.361-1 will be made 
on the basis of a voucher or invoice certi- 
fied by the prime contractor and ap- 
proved by the contracting officer in a 
specific amount by noting thereon the 
following, “Payment in the amount of 
$__...... approved.” In addition to the 
Form 1034 certificates, the voucher or 
invoice shall include substantially the 
following provisions: 

The payment covered by this voucher is a 


partial payment on account of the con- 
tractor’s termination claim under Contract 
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made pursuant to section 9 
of the Contract Settlement Act of 1944 and 
expressly subject to subsection (b) of that 
section. 


[JTR 363.2] 


$ 843.364 Partial payments from a 
fund paid to higher tier contractor. Par- 
tial payments from a fund paid to higher 
tier contractor are discussed in the fol- 
lowing sections. [(JTR 364] 


§ 843.364-1 Creation of fund. Partial 
payments may be made to war contrac- 
tors to enable them, in advance of sub- 
contractors’ requests, to set up funds 
from which partial and final payments 
may be made to subcontractors. Prime 
contractors and other war contractors 
having large numbers of subcontracts 
_ should endeavor to*anticipate the needs 
of their subcontractors and to have avail- 
able a fund to meet immediate require- 
ments. The partial payment applica- 
tion by the war contractor requesting the 
fund need not be fileé on the form pre- 
scribed by the Director. Such applica- 
tion may be in the form of a letter to 
the contracting officer containing a cer- 
tificate of the contractor that the ap- 
proximate amount of all subcontractors’ 
charges allocable to the terminated con- 
tract or contracts is not less than a speci- 
fled figure. [JTR 364.1] 


§ 843.364-2 Use of fund. A partial 
payment to set up a fund will be made to 
a war contractor only upon his agree- 
ment to keep all moneys received for 
such purpose in an account separate 
from his other funds. The war contrac- 
tor receiving such a fund should be re- 
quired to make final payments therefrom 
promptly upon the settlement of sub- 
contractors’ claims, and to make partial 
payments available therefrom to subcon- 
tractors promptly upon his approval of 


the applications pursuant to authority. 


delegated to him, or pursuant to express 
approval thereof by the contracting offi- 
cer. [JTR 364.2] 


_ § 843.364-3 Disbursement. Partial 
payments to a war contractor under 
§ 843.364-1 will be made on the basis of 
a voucher or invoice certified by the war 
contractor and approyed by the con- 
tracting officer in a specific amount by 
noting thereon the following, “Payment 
in the amount of $....--.--- approved.” 
In addition to the Form 1034 certificates 
the voucher or invoice shall include sub- 
stantially the following provisions: 


The payment covered by this voucher is a 
partial payment on the contractor’s termina- 
tion claim under contract No, 
on account of termination claims of sub- 
contractors under that contract. The pay- 
ment is made pursuant to section 9 of the 
Contract Settlement Act of 1944 and expressly 
subject to subsection (b) of that section. 
The contractor agrees to keep this payment 
and all other payments received for the same 
purpose in an account separate from his other 
funds and to use this payment only for the 
purpose of making payments to subcontrac- 
tors. Any amount not so used shall be re- 
paid to the Government upon demand, with 
interest at the rate of 6% per annum from 
the date of demand to the date of repayment. 


(JTR 364.3] 


§ 843.365 Protection of payments to 
subcontractors. Whenever a war con- 


tractor is deemed to be insolvent or in 
imminent danger of insolvency, or for 
any other reason is deemed to be unable 
or unwilling to pay over to his subcon- 
tractors any partial payment received 
for their benefit, contracting officers 
should take appropriate steps to assure 
receipt of such partial payment by the 
subcontractor who applied therefor. For 
this purpose, direct payment may be 
made to the subcontractor under § 843.- 
366 or the controlled account procedure 
described in § 843.367 may be used. 
(JTR 365] 


§$ 843.366 Direct payment. Direct 
payment to subcontractors is discussed 
in the following sections. [JTR 366] 


$ 843.366-1 When authorized. The 
contracting officer under the applicable 
prime contract shall make immediate 
or cost-supported partial payments 
directly to a subcontractor upon receipt 
by the contracting officer of an applica- 
tion in the prescribed form, submitted 
directly by the subcontractor, whenever: 

(a) The contracting officer has under- 
taken to settle directly the termination 
claim or claims of the subcontractor; or 

(b) The subcontractor furnishes: 

(1) Evidence that use of the procedures 
set forth in §§ 843.363 and 843.364 would 
cause unwarranted delay in his receipt 
of a partial payment; and 

(2) A certificate, by the war contractor 
in the next higher tier, containing the 
material in the first paragraph of the 
certificate in Article VI of the Standard 
Form of Application, and consenting to 
the direct payment to the subcontractor, 
unless sufficient other information justi- 
fying such partial payment is submitted 
by the applicant to the contracting 
officer, 

In cases covered by paragraph (b), the 
subcontractor will also submit through 
contractual channels a copy of his appli- 
cation marked “Information Copy, 
Direct Payment Requested”; any inter- 
vening war contractor desiring to take 
exception to such direct payment will so 
the contracting officer. [JTR 
366.1] 


§ 843.366-2 Disbursement. A partial 
payment to a subcontractor under 
§ 843.366-1 will be made on the basis of 
a voucher or invoice certified by the sub- 
contractor applying therefor and ap- 
proved, by the contracting officer under 
the applicable prime contract, in a 
specific amount by noting thereon the 
following, “Payment in the amount of 
approved.” In addition to 
the Form 1034 certificates, the voucher 
or invoice shall include substantially the 
following provisions: . 


The payment covered by this voucher is 
a partial payment on account of the termi- 
nation claim of the payee as a subcontractor 
under contract No. .....----..-. between the 
United States of America and 
made pursuant to section 9 of the Contract 
Settlement Act of 1944 and expressly subject 
to subsection (b) of that section, 


(JTR 366.2] 


§ 843.367 Controlled partial payments 
jor subcontractors. (a) When the con- 


trolled partial payment procedure is used 
for the benefit of a subcontractor, the 
contracting officer will enter into a sup- 
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plemental agreement with the prime 
contractor in substantially the form set 
forth in § 849.954 of this subchapter, and 
containing the provisions relating to 
subcontractors set forth in brackets on 
that form. 

(b) Payments from the controlled ac- 
count shall be made directly to the sub- 
contractor for whose benefit the partial 
payment is made or through intervening 
subcontractors, as the contracting officer 
shall deem appropriate. Such controlled 
payments may be made without the 
certifidates of intervening contractors, 
provided that sufficient other informa- 
tion justifying such payments is availa- 
ble. [JTR 367] 


§ 843.368 Delegation of authority to 
make partial payments, Authorization 
under § 846.642 to war contractors to 
make final settlements with subcontrac- 
tors should generally include an express 
authorization to make partial payments 
in amounts up to $10,000. War coh- 
tractors having delegated authority to 
make partial payments should make 
such payments available to subcontrac- 
tors on substantially the terms and con- 
ditions prescribed by this subchapter. 


‘In such cases, partial payments may be 


made in accordance with the terms of 
the authorization and without obtaining 
the contracting Officer’s approval of the 
particular payment. [JTR 368] 


§ 843.369 Effect of payments to sub- 
contractors. (a) Where any partial pay- 
ment by a war contractor to a subcon- 
tractor is authorized or approved by the 
contracting officer, the war contractor 
making it is not liable for the repay- 
ment of any excess in the absence of 
fraud on his part; such excess is treated 
as a loan from the Government to the 
subcontractor receiving the payment, re- 
payable by the subcontractor directly to 
the Government together with the pen- 
alty imposed by section 9 (b) of the act. 

(b) Where any partial payment made 
by a war contractor without prior au- 
thority or approval is subsequently rati- 
fied by the contracting officer, that pay- 
ment has the same effect, under section 
9 (b) of the act, as a partial payment 
made with his specific approval. 

(c) Releases from a controlled ac- 
count may be considered as authoriza- 
tions, approvals or ratifications only 
when specifically so stated by the con- 
tracting officer. 

(d) A partial payment made pursuant 
to a general delegation of authority un- 
der § 843.368 has the same effect as a 
payment made with the specific ap- 
proval of the contracting officer. [JTR 
369] 


Part 844—TERMINATION INVENTORY 


Scope of part. 
Application to termination in- 
ventory. 
844.400-2 Application to other property in 
hands of war contractor. 
844.400-3 Property @xcluded. 


SUBPART A—GENERAL POLICIES 


844.400 
844.400-1 


844.410 Scope. 
844.411 Basic policy. 
844.412 Supply contract provisions on re- 


tention and sale. 
644.412-1 Fixed-price prime contracts. 


4 
| 
~ 
: 
‘ 
a, 


Sec. 
844.412-2 


844.412-3 
844.413 


844.414 
844.415 
844.415-1 
844.415-2 
844.416 
844.417 
844.417-1 
844.417-2 
844.417-3 
844.417-4 
844.418 
844.418-1 
844.418-2 
844.418-3 


844.418-4 
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Cost-plus-a-fixed-fee prime con- 
tracts. 

Subcontracts. 

Statutory duty of Government to 
store or to remove. 

Disposition not to delay settle- 
ment or removal. 

Representatives of the contract- 
ing officer. 

War. 

Navy. 

Pretermination action. 

Determination of allocability. 

General basis. 

Common items. 

Allocability among several ter- 
minated contracts. 

Materials in excess of CMP and 
other WPB regulations. 

Diversion of material and sub- 
contracts to continuing war 
contracts, 

General. 

Diversion of 
material. 

Diversion of Government-owned 
material. 

Diversion of subcontracts. 


contractor-owned 


SUBPART B—-SUBMISSION OF TERMINATION IN- 


844.420 
844.421 


844.422 
844.422-1 
844.422-2 


844.422-3 
844.422-4 


844.423 


844 423-1 
844.423-2 
844.423-3 


844.424 
844.424-1 
844.424-2 
844.425 


844.425-1 
8414.425-2 
844.425-3 
844.426 

844.426-1 
844.426-2 
844. 426-3 
844 426-4 
844.427 

844.427-1 
844.427-2 


844.428 


VENTORY SCHEDULES 


Scope. 

Schedules not required on Form 
la. 

Prescribed forms of termination 
inventory schedules. 

Forms for terminated fixed-price 
supply war contracts. 

Use of forms for cost-plus-a-fixed- 
fee supply war contracts. 

Use of forms for listing facilities. 

Use of forms fo~ other contractor 
inventory. 

Time and purpose of submitting 
termination inventory sched- 
ules, 

In support of settlement proposal. 

To facilitate disposition. 

To start plant clearance; storage 
or removal by the Government. 

To whom schedules submitted. 

By prime contractors. 

By subcontractors. 

Requirements as to form of ter- 
mination inventory schedules. 

General. 

Description of items. 

Classification of items. 

Termination inventory schedule 
certificate. 

Certificate to accompany all sched- 
ules. 

Tender of title. 

Statement of storage space. 

Change of certificate accompany- 
ing unclassified schedules. 

Acceptance of schedules as satis- 
factory in form for storage or 
removal. 

Meaning of satisfactory in form. 

Return of schedules not found sat- 
isfactory. 

Notification to war contractor of 
items to be scrapped, retained, 
or required by the Government. 


SUBPART C—PRICE POLICIES AND REGULATIONS OF 
OTHER GOVERNMENT AGENCIES 


844.430 
844.431 
844.432 


844.432-1 
844.432-9 
844.432-3 
844.432-4 
844.433 


Scope. 

General price policies. 

Price policies of the Surplus War 
Property Administration. 

General. 

Waiver and modification. 

The best price obtainable. 

Determination of cost of material. 

Price policy when termination 
claim is less than $10,000. 


Sec. 
844.434 


844.434-1 
844.434-2 
844.434-3 
844.435 


844.435-1 
844.435-2 
844.436 


844-436-1 
844.436-2 


844.436-3 
844.436-4 
844.437 


SUBPART D—DISPOSITION OF 


Price policies for scrap when claim 
is $10,000 or more. ; 

Determination of price. 

Scrap warranty. 

Release of scrap warranty. 

Price policies for material other 
than scrap when claim is $10,- 
000 or more. 

Crude or simple raw materials. 

Materials other than crude or sim- 
ple raw materials. 

Regulations of Office of Price Ad- 
ministration. 

General. 

Retention or sale of termination 
inventory at acquisition cost, 

Exemptions from price ceilings. 

Reliance on buyer’s certificate. 

War Production Board regulations. 


TERMINATION IN- 


VENTORY: AUTHORITY OF WAR CONTRACTORS 


844.440 
844.441 


844.442 


844 .442-1 
844.442-2 
844.442-3 
844.4424 


844.442-5 
844.442-6 


844.442-7 
844.442-8 
844.443 
844.444 
844.444-1 
844.444-2 
844.445 
844.446 


844.446-1 


844.446-2 
844.446-3 


844.446-4 


SUBPART 


Scope. 

General restrictions on disposi- 
tion of termination inventory. 

Authority of war contractors to 
dispose of termination inven- 
tory without approval of con- 
tracting officers. 

Disposition of items at inventory 
cost. 

Disposition of items under $100. 

Disposition of termination inven- 
tory when subcontractor’s 
claim is less than $10,000. 

Disposition of termination in- 
ventory when subcontractor’s 
claim is $10,000 or more. 

Authority for determination and 
disposition of scrap. 

Restrictions applicable to dis- 
positions made under this sec- 
tion. 

Acceptance of sales and retentions 
by Government. 

Revocation of authority of war, 
contractor. 

Dispositions with approval of con- 
tracting officer. 

Disposition of termination inven- 
tory where title is in the Gov- 
ernment. 

Authority for disposition. 

Application of proceeds. 

Sales on credit. 

Disposition of termination inven- 
tory on settlement. 

Accounting for termination in- 


. ventory on settlement with 


prime contractor. 

Evidence required on settlement 
with prime contractor. 

Disposition of termination in- 
ventory on settlement with sub- 
contractor. 

Undelivered termination inven- 
tory. 


E—DISPOSITION OF TERMINATION IN- 


VENTORY: AUTHORITY OF GOVERNMENT PER- 


SONNEL 


844.450 
844.451 


844.451-1 
844.451-2 
844.452 


844.453 

844.453-1 
844.453-2 
844.453-3 


844.453-4 
844.453-5 


Scope. 

Redistribution within War or 
Navy Departments. 

Within the War Department. 

Within the Navy Department. 

Transfers to other Government 
agencies. 

Scrap determination and disposi- 
tion. 

General. 

Scrap determination. 

Authority to discard or abandon 
worthless items. 

Disposal of scrap. 


Consultation with Regional Offices ~ 


of Reconstruction Finance Core 
poration. 


Sec. 
844. 


844 454-1 
844.454-2 
844.454-3 
844.455 

844.455-1 
844.455-—2 
844.455-3 


844.455 
844 .456-1 
844.456-2 
844.457 
844.457-1 
844.457-2 


844.457-3 
844.457-4 


844.457-5 
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Authority of contracting officers 
to make and approve disposi- 
tions. 

General. 

War. 

Navy. 

Review by disposal boards. 

Establishment of disposal boards. 

Dispositions subject to review. 

Dispositions not subject to re- 
view. 

Disposition of stockpile materials. 

Within the War Department. . 

Within the Navy Department. 

Surplus termination inventory. 

General. 

Disposition of surplus nominal 
quantities. 

Reporting to disposal agency un- 
der special arrangements. 

Reporting to disposal agency in 
the absence of special arrange- 
ments. 

Action after reporting surplus 
termination inventory. 


SUBPART F—-STORAGE AND REMOVAL 


844.460 
844.461 
844.452 
844.463 
844.464 
844.465 


844 465-1 
844.465-2 


844.465-3 


844 465-4 


844.466 
844.466—-1 


844.466—2 


844.466-3 
844.467 


€cope. 

Duty to store or to remove ter- 
mination inventory within 
sixty days. 


Transfer of title to termination 
inventory to the Government. 

War contractor’s right to remove 
and store at his own expense. 

War contractor’s right to remove 
and store for account and at 
risk of Government. 

Storage by the Government. 

General. 

Storage with war contractor un- 
der standard storage agree- 
ment. 

Temporary storage under settle- 
ment agreement with prime 
contractor. 

Temporary storage with subcon- 
tractor. 

Removal by the Government. 

Preparation of material for re- 
moval. 

Acknowledgment of receipt for 
material removed. 

Removal of unallocable material. 

Verification of material for stor- 
age or removal by the Govern- 
ment. 


SUBPART G—SPECIAL TOOLING 


844.470 
844.471 


844.471-1 
844.471-2 


844.471-3 


Scope. 

Protection of Government’s 
terest. 

Definition of special tooling. 

Duty of protecting the Govern- 
ment’s interest. 

Methods of protecting the Gov- 
ernment’s interest. 


in- 


SUBPART I—-WAR DEPARTMENT ACCOUNTABILITY 
FOR TERMINATION INVENTORY 


844.490 
844.491 


844.492 


844.493 
844.493-1 


844.493-2 


844.494 

844.4941 
844.494-2 
844.494-3 


844.494-4 
844.495 


Scope. 

Accountability defined. 

Designation of accountable prop- 
erty officers. 

Assumption of accountability. 

Termination inventory acquired 
from war contractors. 

Goverment furnished termina- 
tion inventory. 

Property accounting records. 

Purposes. 

Jacket file records. 

Cost-plus-a-fixed-fee prime con- 
tracts. 

Storage installations. 

Relief from accountability. 


13342 


Sec. 

844.495-1 Shipments of termination inven- 

tory on War Department order. 

844.495-2 Shipments of termination inven- 

tory on disposal agency order. 

844.495-3 Losses in storage. 

844.4954 Discrepancies disclosed upon re- 
‘ moval of termination inven- 

tory acquired under final set- 
tlement agreement. 

844.495-5 Disposition of scrap. 

844.496 Discrepancies incident to ship- 

ments. 

844.496-1 Receiving procedures. 

844.496-2 Termination inventory received at 

War Department installations. 

844.496-8 Termination inventory received 

at commercial warehouses. 

844.496-4 Discrepancies reported by Govern- 
ment agencies outside the War 
Department. 

Accountability for material 
neither stored with war con- 
tractor nor removed from war 
contractor’s premises. 


§ 844.400 Scope of part. The scope 
of this part is discussed in the following 
sections. [JTR 400] 


§ 844.400-1 Application to termina- 
tion inventory. The act provides for the 
expeditious removal from war plants of 
termination inventory not retained or 
sold by war contractors. This part deals 
with the preparation and submission of 
termination inventory schedules and the 
disposition, storage, or removal of ter- 
mination inventory. [JTR 400.1] 


§ 844.400-2 Application to other prop- 
erty in hands of war contractor. The 
provisions of this part also apply, where 
practicable, to the following types of 
property: 

(a) Government-furnished material 
and equipment related to a terminated 
war contract of any type; 

(b) Material (including Government- 
furnished material and equipment) al- 
locable to any type of war contract, but 
no longer required for its performance 
as a result of any change in the specifica- 
tions or plans thereunder, for which the 
contractor has a claim against the Gov- 
ernment; 

(c) Material acquired under a war 
contract pursuant.to the terms of which 
title is vested in the Government, and in 
excess of the amounts needed to com- 
plete performance thereunder; except 
that §§ 844.413 and 844.427 and the pro- 
visions of Subpart F regarding storage 
and removal by the Government shall 
apply to such material only with the ap- 
— of the contracting officer. [JTR 


§ 844.400-3 Property excluded. This 
part does not apply to machinery or 
equipment subject to a separate contract 
or contract provision specifically govern- 
ing the use or disposition thereof, nor 
does it apply to any property which has 
been permanently attached to and is a 
part of real estate. [JTR 400.3] 


SUBPART A—GENERAL POLICIES 


§ 844.410 Scope. This subpart con- 
tains provisions of general application to 
termination inventory. [JTR 410] 


§ 844.411 Basic policy. (a) Under the 
act, when a war contract is terminated 
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the war contractor is entitled to fair 
compensation, including the cost of ma- 
terial allocable to the terminated portion 
of the contract. As an incident to the 
allowance of such fair compensation, the 
war contractor is required either to de- 
liver the material for which compensa- 
tion is allowed or to credit in the termi- 
nation settlement the agreed value of 
material retained and the proceeds of 
material sold. The policy of the Govern- 
ment is (1) to encourage a war contrac- 
tor to retain or sell as much termination 
inventory as possible at prices which are 
fair and reasonable and in compliance 
with established Government regula- 
tions, and (2) to assure the expeditious 
removal from the war contractor’s prem- 
ises of termination inventory not so re- 
tained or sold. 

(b) Sections 34 and 35 of the Surplus 
Property Act of 1944 (Public Law 457, 
78th Congress, approved 3 October 1944) 
continue in effect the existing policies 
and procedures and the authority for the 
disposition of property under other laws 
and regulations until the Surplus Prop- 
erty Board adopts regulations modifying 
such policies and procedures, or regu- 
lating such authority. Accordingly, the 
provisions of this part are based upon 
such existing policies, procedures and 
authority. This part will be modified ap- 
propriately whenever the Surplus Prop- 
erty Board adopts regulations affecting 
the provisions of the part. [JTR 411] 


§ 844.412 Supply contract provisions 
on retention and sale. Supply contract 
provisions on retention and sale are 
— in the following sections. [JTR 
412) 


§ 844.412-1 Fixed-price prime con- 
tracts. The uniform termination ar- 
ticle for use in fixed-price supply prime 
contracts provides in part as follows: 

(b) After receipt of a Notice of Termina- 
tion and except.as otherwise directed by the 
contracting officer, the contractor shall * * * 
(6) transfer title and deliver to the Gov- 
ernment in the manner, to the extent and 
at the times directed by the contracting of- 
ficer (i) the fabricated or unfabricated parts, 
work in process, completed work, supplies 
and other material produced as a part of, 
or acquired in respect of the performance 
of, the work terminated in the Notice of 
Termination, and (ii) the plans, drawings, 
information and other property which, if 
the contract had been completed, would be 
required to be furnished to the Government} 
(7) use his best efforts-to sell in the manner, 
to the extent, at the time, and at the price 
or prices directed or authorized by the con- 
tracting officer, any property of the types 
referred to in subdivision (6) of this para- 
graph; provided, however, that the contractor 
(i) shall not be required to extend credit 
to any purchaser and (ii) may retain any 
such property at a price or prices eeneves 
by the contracting officer; * 


Earlier termination articles contained 
similar provisions. [JTR 412.1] 

§ 844.412-2 Cost - plus -a - fixed - fee 
prime contracts. The uniform termina- 
tion article for use in cost-plus-a-fixed- 
fee supply prime contracts contains pro- 
visions substantially the same as the pro- 
visions of the fixed-price contract article 
quoted in § 844.412-1. Under cost-plus- 
a-fixed-fee prime contracts, as well as 
certain fixed-price prime contracts which 


> 


provide specifically therefor, title to the 
property acquired in connection with the 
performance of the contract is vested in 
the Government. Such property may, 
however, be retained or sold by the prime 
contractor as set forth in § 844.444. 
412.2] 


§ 844.412-3 Subcontracts. The ap- 
proved termination article for fixed- 
price supply subcontracts provides in 
part as follows: 

{c) With the consent of the buyer, the 
seller may retain at an agreed price or sell 
at an approved price any completed articles, 
or any articles, materials, work in process or 
other things the cost of which is allocable 
or apportionable to this order * * *, and 
will credit or pay the amounts s0 agreed or 
received as the buyer directs. As directed by 
the buyer, the seller will transfer title to, and 
make delivery of, any such articles, mate- 
rials, work in process or other things not so 
retained or sold. Appropriate adjustment 
will be made for delivery eosts or savings 
therein. 


(JTR 412.3] 


§ 844.413 Statutory duty of Govern- 
ment to store or to remove. Section 12 
of the act provides that a war contractor 
may submit a statement listing items of 
his termination inventory which he de- 
sires the Government to remove. This 
statement (termination inventory sched- 
ule) must be prepared in the form and 
detail and must be submitted in the man- 
ner prescribed in this subchapter. 
‘Within sixty days, or such longer time 
as may be agreed, after the war con- 
tractor submits a termination inventory 
schedule in satisfactory form, the Gov- 
ernment is under a duty to store or to 
remove the listed items not retained or 
sold. [JTR 413] 


§ 844.414 Disposition not to delay set- 
tlement or removal. The act provides 
that the contracting officer shall not 
postpone or delay a termination settle- 
ment beyond the plant clearance period 
referred to in § 844.413 for the purpose 
of awaiting disposal by the war contrac- 
tor or by the Government of any termi- 
nation inventory listed in a termination 
inventory schedule. In carrying out the 
policy of expeditious plant clearance, re- 
moval of termination inventory should 
not be impeded by concentration of effort 
on disposition of the inventory. [JTR 
414] 


§ 844.415 Representatives of the con- 
tracting officer. The representatives of 
the contracting officer are set forth in 
the following sections. [JTR 415! 


§ 844.415-1 War. (a) The functions 
assigned the contracting officer under 
this part may be delegated by him or 
may be divided by the service among any 
military or civilian personnel, such 4S 
termination contracting officers, prop- 
erty disposal officers, accountants, in- 
spectors, and others. As used in this 
part, the term “contracting officer” in- 
cludes all such persons, 

(b) In the interest of expeditious 
plant clearance and prompt disposition 
of termination inventory, on his own 
initiative or at the request of a war con- 
tractor, the contracting officer may au- 
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thorize a local representative to act for 
him in the district or geographical area 
in which the war contractor’s plant is 
located. [JTR 415.1] 


§ 844.415-2 Navy. (a) In the Navy 
Department certain functions of the con- 
tracting officer relating to the handling 
of termination inventory are specifically 
assigned to the Navy Material Redis- 
tribution and Disposal Administration or 
to Navy material inspectors. As used in 
this Part 844, the term ‘“‘contracting offi- 
cer” includes the representatives of the 
NMR&DA and Navy material inspectors 
authorized to perform these functions. 

(b) The NMR&DA has exclusive au- 
thority to make or approve dispositions 
of termination inventory (including dis- 
position of material as scrap), and to ar- 
range for storage or removal of termi- 
nation inventory not retained by the war 
contractor or otherwise disposed of; sub- 
ject only to the authority of the con- 
tracting officer to dispose of material to 
awar contractor or to require the trans- 
fer of material to the Government as set 
forth in § 844.454-3. 

(c) As set forth in § 842.253-3, the 
Navy material inspector cognizant of a 
particular war contractor is a general 
representative of the contracting officer 
in the field, unless the contracting officer 
specifically limits or withdraws such au- 
thority in a particular case. The cog- 
nizant Navy material inspector’s specific 
responsibilities in connection with the 
handling of termination inventories are 
as follows: 

(1) He will notify the local represent- 
ative of the NUR&DA immediately after 
receipt of a copy of the termination no- 
tice in each case ~yhere it appears that 
action may be required to be taken for 
the disposition of termination inventory, 
80 that, if possible, the NMR&DA repre- 
sentative can carry out disposition op- 
erations with the war contractor prior to 
submission of termination inventory 
schedules, 

(2) He is authorized to receive ter- 
Mination inventory schedules from the 
war contractor and to advise the war 
contractor in their preparation. He will 
deliver copies of such schedules to the 
local NMR&DA representative for dis- 
Position purposes. 

(3) He is authorized to determine 
when termination inventory schedules 
are satisfactory in form for storage or 
removal purposes and will notify the 

al representative of the NMR&DA of 

€ receipt of such schedules, in order 
that storage or removal arrangements 
may be made within the plant clearance 
period. The Navy material inspector 
will, whenever possible, seek the advice 
of the local NMR&DA representative in 
fXamining inventory schedules to deter- 
_ whether they are satisfactory in 


(4) He will see that the war contractor 
Government-owned material and 
Production and supply items separately, 
and he will transmit lists of such mate- 
tial in accordance with instructions from 
the contracting officer or cognizant 

bureau, 
(5) He will refer to the contracting 
any significant items which in his 


judgment the cognizant bureau may wish 
to retain. In this connection, he may 
seek the advice of the local NMR&DA 
representative and must coordinate his 
work with the disposition operations of 
the NMR&DA representative. 

(6) He will arrange for the removal 
or transfer of items of termination in- 
ventory required by the bureau for pro- 
duction or supply purposes, or for the 
transfer or other disposition of signifi- 
cant items referred to the bureau, when 
directed by the contracting officer. 

(7) He will, in connection with the 
preparation of his comments on the set- 
tlement proposal, give the contracting 
officer and the local NMR&DA represen- 
tative his comments as to whether the 
material claimed to be termination in- 
ventory is properly allocable to the ter- 
minated war contract. [JTR 415.1] 


§ 844.416 Pretermination action. The 
Surplus Property Act of 1944 provides 
that, so far as possible, decisions should 
be made in advance of termination for 
the disposition and removal of termina- 
tion inventories without delay when ter- 
mination occurs. It further provides 
that, in advance of termination, to the 
maximum extent practicable each con- 
tracting agency shall advise its war con- 
tractors of the classes of termination 
inventory the contracting agency will 
wish to retain for military purposes. 
Chiefs of services or bureaus and war 
contractors should not delay action that 
may be taken appropriately in advance 
of termination in accordance with the 
provisions of Subpart B of Part 842 of 
this subchapter. [JTR 416] 


§ 844.417 Determination of alloca- 
bility. The determination of allocability 
is discussed in the following sections. 
(JTR 417] 


§ 844.417-1 General basis. Material 
claimed to be termination inventory 
must be properly allocable, both as to 
type and quantity, to the terminated 


war contract. In the case of a prime. 


contract, the contracting officer must 
determine allocability. In the case of a 
subcontract, the next higher tier war 
contractor must determine allocability, 
subject to approval by the contracting 
officer when approval of the settlement 
is required. [JTR 417.1] 


§ 844.417-2 Common items. Items 
which are reasonably usable on other 
work of the war contractor because they 
are materials, parts, or components, 
common in nature to both the terminat- 
ed contract and other work of the con- 
tractor, should not be listed on termina- 
tion inventory schedules, nor should any 
costs with respect thereto be included in 
his settlement proposal, to the extent 
that the items are reasonably applicable 
to the contractor’s other work. The 
foregoing provision is not intended to 
prevent a war contractor from listing 
properly allocable items which cannot be 
used on other work except at a loss to 
the contractor [JTR 417.2] 


§ 844.417-3 Allocability among several 
terminated contracts. Where the chief 
of a service or bureau determines that 
termination inventory allocable to two 
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or more terminated war contracts can- 
not be allocated accurately among such 
contracts without unreasonable delay or 
effort by the war contractor or the Gov- 
ernment, he may authorize the alloca- 
tion of such inventory among such con- 
tracts on any reasonable basis without 
attempting to determine accurately the 
amount allocable to each contract. 
(JTR 417.3] 


§ 844.417-4 Materials in excess of 
CMP and other WPB regulations. Ma- 
terials may be determined to be allocable 
to a terminated war contract without 
deciding whether they exceed any 
amount permitted under CMP or other 
regulations or orders of the War Pro- 
duction Board. The War Production 
Board is responsible for enforcing its 
regUlations and orders. Contracting of- 
ficers do not have such responsibility. 
[JTR 417.4] 


$ 844.418 Diversion of material and 
subcontracts to continuing war contracts. 
The diversion of material and subcon- 
tracts to continuing war contracts is 
discussed in the following sections. 
418) 


§ 844.418-1 General. (a) It is the 
policy of the Government to utilize ma- 
terial or subcontracts resulting from con- 
tract terminations for continuing war 
production. A war contractor should, 
whenever practicable, divert termination 
inventory and subcontracts under ter- 
minated war contracts to his other war 
contracts or to those of another war 
contractor. Diversions should be made 
to continuing war contracts (1) with the 
War or Navy Department in accordance 
with this subchapter, or (2) with any 
other Department of the Government in 
accordance with this subchapter and any 
applicable regulation of such other 
Department. 

(b) If the war contract to which such 
material has been diverted is thereafter 
terminated, the war contractor will be 
entitled in the settlement of that con- 
tract to reimbursement for the material 
so diverted to the extent that such mate- 
rial is within the reasonable quantitative 
requirements for completion of that 
contract, even though production sched- 
ules are anticipated or exceeded as a 
result of such diversion. [JTR 418.1] 


$ 844.418-2 Diversion of contractor- 
owned material. (a) Where a war con- 
tractor diverts material to any of his 
continuing war contracts and the mate- 
rial is not treated as a common item 
under § 844.417-2, its cost may be in- 
cluded in the settlement of the termi- 
nated contract and a value agreed upon 
for its retention. In the event of subse- 
quent termination of the continuing con- 
tract, the agreed value may be included 
in arriving at the cost of the material 
chargeable to the continuing contract. 

(b) Where a saving to the Govern- 
ment may be effected, a war contractor 
should divert material from a termi- 
nated war contract to his continuing war 
contracts even if it necessitates the ter- 
mination of subcontracts under such con- 
tinuing contracts. The charges incurred 
by reason of the termination of such 
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subcontracts may be dealt with in either 
of the following ways: 

(1) The war contractor may take such 
termination charges into consideration 
when calculating the amount at which 
he will agree to retain the material for 
diversion to the continuing contract. 
If the continuing contract is later ter- 
minated, such agreed value plus such 
termination charges may be included in 
arriving at the cost of the material 
chargeable to the continuing war con- 
tract. 

(2) The termination charges may be 
included in the termination claim under 
the original terminated war contract, in 
which event they shall not be considered 
in determining any agreed value at which 
the material is diverted to the continuing 
contract, nor shall they be included in 
arriving at the cost of the material to be 
included in a later termination settle- 
ment of the continuing war contract. 

(c) Where termination inventory is 
transferred to another war contractor 
for use in connection with a fixed-price 
war contract, the transaction constitutes 
a sale rather than a diversion. If a 
saving to the Government may be ef- 
fected, however, such transfer of mate- 
rial may be made even if it necessitates 
the termination of subcontracts of the 
other war contractor, and the cost of 
such termination may be taken into con- 
sideration in arriving at the proper price 
at which the material may be transferred, 
or may be paid by the Government when 
the contracting officer so determines. 

(d) For purposes of applying price 
policies or of determining whether review 
or approval of a retention or sale is re- 
quired, where the amount at which ma- 
terial is retained or sold takes into con- 
sideration charges for the termination of 
subcontracts, the price will be deemed to 
be the price at which the material is re- 
tained or sold, exclusive of such termina- 
tion charges. 

(e) If the price at which material is 
diverted to a continuing war contract 
cannot readily be agreed upon in advance 
of delivery owing to considerations be- 
yond the control of the war contractor 
and induced by the nature of the trans- 
action, diversion of the material may 
nevertheless be made. In such case, pro- 
vision may be made for pricing by mutual 
agreement et a future time not beyond 
the expiration of the continuing war con- 
tract or the termination settlement 
thereof if it is subsequently terminated. 
(JTR 418.2] 


§ 844.418-3 Diversion of Government- 
owned material. Government-owned 
material remaining after termination of 
a war contract should be diverted by a 
transfer of accountability to continuing 
cost-plus-a-fixed-fee or other war con- 
tracts which by their provisions vest title 
to material in the Government, or 
should be diverted as Government-fur- 
nished material or equipment to fixed- 
price war contracts. [JTR 418.3] 


§ 844.418-4 Diversion of subcontracts. 
(a) War contractors should, so far as 
practicable, divert subcontracts from 
terminated war contracts to continuing 
war contracts of the same or other war 
contractors where a saving to the Gov- 
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ernment may be effected and where the 
material covered by the subcontracts 
will be within the reasonable quantita- 
tive requirements for the completion of 
the continuing contract. 

(b) Where the transfer of a subcon- 
tract to a continuing contract of the 
same war contractor necessitates the 
termination of existing subcontracts un- 
der the continuing contract, the termi- 
nation charges thereon may be included 
in. the war contractor’s termination 
claim under the original terminated war 
contract. 

(c) If the transfer of a subcontract to 
a continuing war contract of another 
war contractor necessitates the termina- 
tion of existing subcontracts under the 
continuing contract, the termination 
charges may either (1) be reimbursed 
by the Government to the continuing 
war contractor with the approval of the 
contracting officer for that contract, or 
(2) be assumed by the war contractor 
under the original terminated war con- 
tract and included in his termination 
claim when this may be accomplished 
with the agreement of all parties con- 
cerned. [JTR 418.4] 


SUBPART B—SUBMISSION OF TERMINATION 
INVENTORY SCHEDULES 


§ 844.420 Scope. This subpart covers 
the preparation and submission of ter- 
mination inventory schedules (a) to sup- 
port the war contractor’s settlement pro- 
posal, (b) to facilitate the disposition of 
termination inventory, and (c) to pro- 
vide the information necessary for stor- 
age or removal by the Government. 
(JTR 420] 


§ 844.421 Schedules not required on 
Form 1a. Whenever the proposal for set- 
tlement of a terminated fixed-price war 
contract is to be submitted on the Short 
Form la, no termination inventory 
schedules are required. This form is 
available for use only if the war contrac- 
tor will retain or dispose of all termina- 
tion inventory and the net amount of the 
proposed settlement is less than $1,000. 
The war contractor will state briefly on 
the form the nature of the inventory, 
how much of it was sold and how much 
retained, and the manner in which sales 
prices and the value of inventory retained 
were determined. Acceptance of a set- 
tlement proposal on this form will con- 
stitute approval of the price which the 
war contractor offers for the entire in- 
ventory, including the proceeds of any 
sales which he has made. [JTR 421] 


§ 844.422 Prescribed forms of termina- 
tion inventory schedules. The prescribed 
forms of termination inventory schedules 
are set forth in the following sections. 
(JTR 422) 


§ 844.422-1 Forms for terminated 
fixed-price supply war contracts. The 
following termination inventory sched- 
ules (reproduced in § 849.962) have been 
approved by the Office of Contract Set- 
tlement for use with the Standard Forms 
for settlement proposals under fixed- 
price war supply contracts (other than 
the Short Form 1a): 

Form 2a—Metals (in mill product form). 

Form 2b—Raw Materials (other than 
metals), Purchased Ports, Finished Compo- 
nents, Finished Product, and Miscellaneous. 


Form 2c—Work in Process. 
Form 2d—Dies, Jigs, Fixtures, etc., and Spe. 
cial Tools. 


(JTR 422.1] 


§ 844.422-2 Use of forms for cost-plus- 
a-fized-fee supply war contracts. The 
termination inventory schedules referred 
to in § 844.422-1 may be used by war 
contractors under cost-plus-a-fix2d-fee 
war supply contracts for purposes of dis- 
posal, storage, or removal of termination 
inventory. The chief of a service or bu- 
reau may require the forms to be used 
for such purposes for war contracts un- 
der his administration. Where the forms 
are used for such purposes, the con- 
tracting officer may permit the cost data 
to be eliminated or may modify the ex- 
tent to which cost data must be sup- 
plied. ([JTR 422.2] 


§ 844.422-3 Use of forms for for listing 
facilities. War contractors will not list 
Government-owned facilities on the ter- 
mination inventory schedules, unless the 
7d officer so directs. [JTR 


§ 844.422-4 Use of forms for other 
contractor inventory. The chief of a 
service or bureau may authorize or re- 
quire the termination inventory sched- 
ules to be used for listing other contrac- 
tor inventory of the types referred ‘. in 
§ 844.400-2 for purposes of disposal, 
storage, or removal, [JTR 422.4] 


§ 844.423 Time and purpose of sub- 
mitting termination inventory schedules. 
The time and purpose of submitting ter- 
mination inventory schedules is discussed 
in the following sections. [JTR 423] 


§ 844.423-1 In support of settlement 


‘proposal... To support the war contrac- 


tor’s settlement proposal on a Standard 
Form (other than the Short Form la), 
complete termination inventory sched- 
ules must be submitted with the final 
settlement proposal or prior to its sub- 
mission, except as otherwise provided in 
§ 845.526. [JTR 423.1] 


§ 844.423-2 To facilitate disposition. 
In order to obtain prompt approval of 
scrap recommendations or proposed re- 
tentions or sales of material, a war con- 
tractor may submit termination inven- 
tory schedules at any time. For this pur- 
pose, the war contractor will indicate on 
his schedules (a) items he recommends 
scrapping, (b) items he offers to retain 
or sell, and (c) the proceeds of author- 
ized sales and credits for authorized re- 
tentions. To facilitate disposition of ter- 
mination inventory, the submission of 
the schedules need not be delayed until 
the preparation or submission of the war 
contractor’s complete settlement pro- 
posal, nor should inventory schedules be 
delayed in order to supply complete cost 
data on items of work in process where 
this is not readily available. In such 
cases estimated costs should be given oF 
the war contractor should group items 
which are determined to be scrap as Pro- 
vided in § 844.425-2. Cost data on raw 
materials and purchased parts are gen- 
erally available and should be given. 
Partial schedu’es covering substantial 
portions of termination inventory may 
be submitted. [JTR 423.2] 
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§ 844.423-3 To start plant clearance; 
storage or removal by the Government. 
The plant clearance period referred to in 
§ 844.413 shall be deemed to commence, 
as to items listed on a termination inven- 
tory schedule, on the date the contract- 
ing officer (in the case of the Navy, the 
cognizant Navy material inspector) re- 
ceives the schedulein form which he de- 
termines to be satisfactory for storage 
or removal purposes in accordance with 
§ 844.427. In order to start the running 
of the plant clearance period a war con- 
tractor may submit a termination inven- 
tory schedule at any time. For this pur- 
pose, partial schedules covering substan- 
tial portions of termination inventory 
may be submitted. [JTR 423.3] 


§ 844.424 To whom schedules sub- 
mitted. Officers or contractors to whom 
schedules are submitted is discussed in 
the following sections. [JTR 424] 


§ 844.424-1 By prime contractors. 
Prime contractors will submit termina- 
tion inventory schedules for all purposes 
to their contracting officers. Navy prime 
contractors will submit their schedules 
via their cognizant Navy material in- 
spectors. [JTR 424.1] 


§ 844.424-2 By subcontractors. (a) 
In all cases, subcontractors will submit 
termination inventory schedules to the 
next higher tier war contractor. When 
the termination claim of a subcontractor 
under a Navy prime contract is $10,000 
or more, computed according to § 841.122, 
the subcontractor will submit his sched- 
ules via his cognizant Navy material in- 
spector, who will forward copies of such 
schedules to the next higher tier war 
contractor and to the NMR&DA. 

(b) Where the contracting officer or a 
disposal board must approve a proposed 
scrap determination or the disposition of 
material by a subcontractor, the sub- 
contractor under a War Department 
prime contract will transmit to the con- 
tracting officer copies of the pertinent 
schedule in addition to the copies of the 
schedule submitted to the next higher 
tier war contractor. A schedule so 
transmitted may be only that part of any 
schedule on which is listed the item or 
items for the proposed scrapping or dis- 
position of which approval is required. 
In the case of the Navy, the NMR&DA is 
responsible for approving a scrap deter- 
mination or disposition, and the local 
NMR&DA officer will submit the matter 
to an NMR&DA disposal board when ap- 
proval by a disposal board is required. 

(c) The next higher tier war con- 
tractor will not forward termination in- 
ventory schedules which he receives from 
& subcontractor except: 

(1) As directed to do so by the con- 
tracting officer; or 

(2) In support of the subcontractor’s 
settlement proposal, if the settlement 


with the subcontractor is forwarded for . 


review or approval when required under 
§ 846.644. 

(d) If a subcontractor wishes to start 
the running of the plant clearance pe- 
riod for material which he desires the 
Government to store or to remove, he 
Must subr “* copies of termination in- 


ventory sci._dules, satisfactory in form 
&S provided in § 844.427, to the contract- 


ing officer or to his local authorized rep- 
resentative. In the case of the Navy, 
such schedules shall be submitted to the 
Navy material inspector cognizant of the 
subcontractor’s plant. On request, the 
contracting officer will inform a subcon- 
tractor of the name and address (1) in 
the case of the War Department, of the 
contracting officer’s authorized repre- 
sentative, if one has been appointed, for 
the district in which the subcontractor’s 
plant is located, or (2) of the subcon- 
tractor’s cognizant Navy material inspec- 
tor. The notice of termination to the 
subcontractor should include the name 
and address of the contracting officer 
and the number of the prime contract, 
as provided in the standard form of ter- 
mination notice prescribed by § 849.942. 
[JTR 424.2) 


§$ 844.425 Requirements as to form of 
termination inventory schedules. The 
requirements as to form of termination 
inventory schedules are set forth in the 
following sections. [JTR 425] 


§ 844.425-1 General. Termination 
inventory must be listed on the appro- 
priate schedules referred to in § 844.422. 
Detailed instructions for the use of the 
schedules are contained in the “Instruc- 
tions for Use of Standard Contract Set- 
tlement Proposal Forms”, set forth in 
§ 849.964. Each schedule must be iden- 
tified with the contract number of the 
prime contract. All material listed on a 
schedule must be at the same location. 
Government-owned material (including 
Government-furnished material and 
equipment) should be separately listed 
and marked to show that the items are 
Government-owned. Material subject to 
special arrangements for disposal, as set 
forth in § 844.457-3, or items on a pro- 
duction and supply list of a service or 
bureau, should also be separately listed. 
Where several war contracts are grouped 
for termination settlement purposes, the 
contracts shall be identified, but the 
schedules need not separate material by 
contracts. [JTR 425.1] 


§ 844.425-2 Description of items. (a) 
The termination inventory schedules 
must contain a separate listing of each 
item of material included, except as pro- 
vided in paragraphs (b) and (c) below. 
An adequate description of the items 
listed is indispensable to enable prospec- 
tive purchasers to identify particular 
items, and to accomplish efficient re- 
moval or storage of termination inven- 
tory.. A commercial description of all 
metals and of other items believed to 
have commercial value must be given; 
stock numbers and prefixes, manufac- 
turers’ part numbers, and standard cata- 
log reference numbers should be sup- 
plied. For other items, the war con- 
tractor need furnish only such descrip- 
tion as is sufficient to enable the con- 
tracting officer or next higher tier war 
contractor to determine the appropriate 
disposition. 

(b) If the war contractor believes that 
certain material should be disposed of as 
scrap, he may delay listing such material 
on a termination inventory schedule 
until after a determination has been 
made, provided he can segregate the ma- 
terial so that the contracting officer (in 


13345 


the case of the Navy, the NMR&DA) or 
the next higher tier war contractor can 
make a determination as to whether or 
not it should be scrapped. In such a 
case the war contractor must prepare an 
adequate list for use in making a scrap 
determination. The list need not be pre- 
pared in the form or detail of a termina- 
tion inventory schedule, but should give 
sufficient information to provide a gen- 
eral record of the material involved and 
its cost to the war contractor. If the 
material is determined to be scrap, the 
war contractor need not itemize it piece 
by piece when he prepares a termination 
inventory schedule, but may ghow a 
single descriptive entry for all the ma- 
terial, and may indicate its total cost. 

(c) Items having a cost of less than 
$100 need not be listed separately, but 
may be lumped together under a “sun- 
dry” caption with only a general descrip- 
tion of the types of items, provided the 
aggregate amount of such items does not 
exceed $5,000, or 20 per cent of the total 
inventory cost, whichever is less. For 
this purpose, the term “item” means all 
substantially similar articles in the 
termination inventory at any one loca- 
tion. Such listing will be deemed satis- 
factory in form for storage or removal 
purposes, provided that at least twenty 
days before the Government would be 
obligated to store or remove items not 
to be retained or disposed of the war 
contractor submits a supplementary 
schedule listing such items with an ade- 
quate description and classification in 
accordance with paragraph (a) above 
and § 844.425-3. [JTR 425.2] 


§ 844.425-3 Classification of items. 
(a) To aid in selling or storing material 
to be removed from the war contractor’s 
plant by the Government, a classified 
arrangement of listed items is required 
in addition to an adequate description, 
except in the case of work in process or 
other items having no commerical value. 
Detailed instructions for classifying 
items on the termination inventory 
schedules are set forth in Appendix A to 
the “Instructions for Use of Standard 
Contract Settlement Proposal Forms” 
(§ 849.964). 

(b) To expedite the submission of a 
settlement proposal and to avoid classi- 
fying items which may be scrapped, re- 
tained, or otherwise disposed of, war 
contractors may submit termination in- 
ventory schedules which do not contain 
the prescribed classification of listed 
items. Such a schedule, however, will 
not be deemed satisfactory for storage or 
removal purposes and the plant clear- 
ance period referred to in § 844.413 will 
not commence to run with respect to any 
of the items included in such a schedule 
until a supplementary schedule is sub- 
mitted containing the prescribed classi- 
fication of such items. [JTR 425.3] 


§ 844.426 Termination inventory 
schedule certificate. The termination 
inventory schedule certificate is discussed 
in the following sections. [JTR 426] 


§ 844.426-1 Certificate to accompany 
all schedules. Each termination inven- 
tory schedule, or set of schedules sub- 
mitted together, must be accompanied 
by a certificate in the form set forth in 
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Appendix B to the “Instructions for Use 
of Standard Contract Settlement Pro- 
posal Forms” (§ 849.964). [JTR 426.1] 


§ 844.426-2 Tender of title. Govern-- 


ment officers may rely upon the repre- 


» sentation of the war contractor in his 


certificate that title to material listed in 
the attached schedules is tendered free 
and clear of all liens and encumbrances. 
Unless otherwise agreed, the Govern- 
ment will not accept title until storage 
or removal of the material listed, or the 
execution of a final settlement agree- 
with the prime contractor. (JTR 


§ 844.426-3 Statement of storage 
space. Where the war contractor indi- 
cates in the prescribed form of certifi- 
cate that he is willing to negotiate with 
the Government to store all or part of 
the material listed, he should attach a 
statement of the approximate amount he 
is willing to store on acceptable terms. 
[JTR 426.3] 


§ 844.426-4 Change of certificate 
accompanying unclassified schedules. 
Whenever unclassified schedules are sub- 
mitted as provided in § 844.426-3, the 
statements regarding storage or removal 
by the Government and tender of title by 
the war contractor contained in the sec- 
ond paragraph of the prescribed form 
a should be omitted. [JTR 


§ 844.427 Acceptance of schedules as 
satisfactory in form for storage or re- 
moval. The acceptance of schedules as 
satisfactory in form for storage or re- 
moval is discussed in the following sec- 
tions. [JTR 427] 


§ 844.427-1 Meaning of satisfactory 
in form. (a) For termination inventory 
schedules to be acceptable for purposes 
of storage or removal by the Government 
of items listed, they must be submitted 
in form which the contracting officer de- 


termines to satisfactory. Such 


schedules must meet the general require- 
ments referred to in § 844.425-1, must 
contain an adequate description and 
classification of all items listed in accord- 
ance with §§ 844.425-2 and 844.425-3, 
and must be accompanied by the pre- 
scribed certificate referred to in § 844.426. 

(b) A subcontractor’s termination in- 
ventory schedules must be accompanied 
by a certificate from the next higher tier 
war contractor that in his opinion the 
material listed is allocable to the subcon- 
tractor’s terminated contract. If com- 
mencement of the plant clearance period 
will be delayed unduly by having to pro- 
cure such a certificate, the subcontractor 
need not include the certificate with his 
original submission, but may submit it 
at a ‘later date. The contracting officer 
may accept satisfactory evidence of allo- 
cability in lieu of the certificate of the 
next higher tier war contractor. The 
Government will be under no obligation 
to remove termination inventory until 
twenty days after receipt of the certifi- 
cate for other satisfactory evidence of 
allocability) or until the end of the plant 
clearance period, whichever is the later. 

(c) Acceptance of a termination in- 
ventory schedule as satisfactory in form 
for storage or removal purposes will not 


affect the Government’s right to require 
additional information on any listed item 
nor prejudice the Government’s right to 
contest the allocability of any of the 
items to the terminated war contract. 
[JTR 427.1] 


$ 844.427-2 Return of schedules not 
found satisfactory. (a) The contracting 
officer (in the case of the Navy, the cog- 
nizant Navy material inspector) to whom 
a schedule is submitted will determine 
whether it is satisfactory in form for 
purposes of storage or removal by the 
Government of items listed. If the 
officer to whom a schedule is submitted 
considers that it is not satisfactory in 
form for purposes of storage or removal, 
he will return the schedule within ten 
days from the time he receives it, with 
a brief statement of its deficiencies. 
The schedule will be deemed to have been 
returned on the date it is mailed or de- 
livered by hand to the war contractor. 
If a schedule is not so returned to the war 
contractor within ten days of its receipt, 
the schedule will be considered satisfac- 
tory in form for purposes of storage or 
removal and the plant clearance period 
referred to in § 844.413 will commence to 
run from the date the schedule was first 
received. 

(b) When the statements regarding 
removal by the Government and tender 
of title by the war contractor are omitted 
from a certificate accompanying un- 
classified schedules, no action need be 
taken to return the schedules as not sat- 
isfactory in form for storage or removal 
purposes. [JTR 427.2] 


§ 844.428 Notification to war contrac- 
tor of items to be scrapped, retained, or 
required by the Government. Every ef- 
fort should be made by the contracting 
officer and the war contractor to deter- 
mine which items of termination inven- 
tory the Government will require for its 
own use, and which items can be other- 
wise disposed of prior to the submission 
of termination inventory schedules. If 
practicable, within twenty days after the 
contracting officer (in the case of the 
Navy, the cognizant Navy material in- 
spector) receives a termination inventory 
schedule, the war contractor will be noti- 
fied which items (a) may be disposed of 
as scrap, (b) the Government will re- 
quire for its use, and (c) the war con- 
tractor will be permitted to retain. The 


.authority of the contracting officer to 


dispose of material as scrap, or other- 
wise, however, is not limited to such 
twenty-day period. [JTR 428] 


SUBPART €—-PRICE POLICIES AND REGULA- 
TIONS OF OTHER GOVERNMENT AGENCIES 


$ 844.430 Scope. This subpart sets 
forth general price policies of the War 
and Navy Departments and of the Sur- 
plus War Property Administration. It 
also refers to the regulations of the Of- 
fice of Price Administration and the War 
Production Board relating to disposition 
of termination inventory. [JTR 430] © 


§ 844.431 General price policies. To 
the extent authorized, termination in- 
ventory will be disposed of at fair and 
reasonable prices, consistent with the 
expeditious disposition of material. In 
determining whether a price is fair and 


reasonable, the Government officer or 
war contractor making or approving the 
retention or sale of termination inven. 
tory should consider all pertinent fac. 
tors, including such of the following as he 
deems relevant in the particular case: 

(a) Physical condition of the mate. 
Trial. 

(b) Obsolescence, * 

(c) Freight necessary to be absorbed 
by the purchaser to permit resale or use 
of the material, over the amount which 
would be paid in a normal commercial 
purchase. 

(d) Value of the material for a con- 
verted use. 

(e) Distributing commissions, han- 
dling charges or profit allowances nec- 
essary to effect disposition through deal- 
ers or distributors. 

(f) In case of sales by a war contrace 
tor back to his suppliers, allowances to 
cover profit, reasonable transportation 
charges, and cost of handling and resale, 

(g) Cost of storage and amount of de- 
preciation or deterioration if material is 
not sold. 

(h) Market prices and price trends. 

(i) Volume of similar material offered 
at the time. 

(j) Effect of purchases from the Goy- 
ernment upon prices which the buyer 
must pay to other suppliers for the bal- 
ance of his requirements. 

(k) Value of post-sale services or 
guarantees offered by commercial sup- 
pliers and not obtainable from the Gov- 
ernment. 

(1) Inventory hazards and carrying 
charges of the purchaser. 


In determining whether to make or ap- 
prove a retention or sale, primary con- 
sideration will be given to the present 
value, resale value, and probable demand 
for the material in all the circumstances, 
rather than to cost. Officers making or 
approving retentions and sales must be 
realistic about values and should recog- 
nize that disposal prices will in many 
instances bear little if any relationship 
to cost to the Government. Officers 
making and approving retentions and 
sales will be supported by higher author- 
ity in the exercise of their honest judg- 
ment. [JTR 431] 


§ 844.432 Price policies of the Surplus 
War Property Administration. The fol- 
lowing sections set forth the price poli- 
cies of the Surplus War Property Admin- 
istration. [JTR 432] 


§ 844.432-1 General. The Surplus 
War Property Administration has estab- 
lished certain price policies applicable to 
the disposition of termination inventory, 
These policies are set forth in §§ 844.432 
to 844.435, inclusive. War contractors 
should attempt to realize as much 48 
possible from sales of termination in- 
ventory, and should resort to minimum 
limits only when good business practice 
would so dictate. Whenever approval 0 
retentions and sales is required, com- 
pliance with the price policies is a mat- 
ter to be determined according to the 
best judgment of the contracting officer 
or of the next higher tier war contractor 
approving the retention or sale. [ 
432.1] 
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§ 844.432-2 Waiver and modification. 
Whenever it is to the interests of the 
Government, any war contractor or con- 
tracting officer may apply to the nearest 
regional office of the Reconstruction Fi- 
nance Corporation for a waiver or mod- 
ification of the price policies with re- 
spect to an individual retention or sale 
of termination inventory. [JTR 432.2] 


§ 844.432-3 The best price gbtainable. 
Wherever referred to in this part, a sale 
at “the best price obtainable” means a 
sale at the best price offered after rea- 
sonable effort to test the market, having 
due regard for the principles stated in 
the price policies, and for the circum- 
stances, nature, condition, quantity, and 
location of the particular material. In 
the case of retention, “the best price ob- 
tainable” means a price that is fair and 
reasonable and not less than the net pro- 
ceeds that could reasonably be expected 
to be obtained if the item were offer 
for sale. [JTR 432.3] 7 


§ 844.432-4 Determination of cost of 
material. The cost of material is the 
cost to the war contractor, as stated in 
his termination inventory schedule. 
Generally, such cost will be the actual 
or estimated cost of raw materials, pur- 
chased parts or supplies, plus, in the case 
of work in process and manufactured 
parts, direct labor, and factory overhead. 
Costs may be estimated if necessary, and 
the contracting officer may rely on the 
— of the war contractor. [JTR 

4) 


§ 844.433 Price policy when termina- 
tion claim is less than $10,000. When 
the termination claim of a war con- 
tractor is less than $10,000, computed 
according to § 841.122, retention or sale 
of any quantity of any item or group of 
items of the termination inventory (in- 
cluding scrap, without a scrap warran- 
ty) is authorized at the best price ob- 
tainable. The provisions of §§ .844.434 
-and 844.435 apply only where a war con- 
tractor’s termination claim is $10,000 or 
more. [JTR 433] , 


§ 844.434 Price policies for scrap 
when claim is $10,000 or more. The fol- 
lowing sections set forth the price poli- 
cies for scrap when the claim is $10,000 
or more. [JTR 434] 


§ 844.434-1 Determination of price. 
Retentions or sales of scrap shall be made 
a accordance with the following pol- 
cies: 

(a) The going market price of the 
type of scrap in question shall be deter- 
mined, as nearly as may be possible by 
reasonable effort within a reasonable 
time, by reference to published trade in- 
dicators or inquiry among Government 
agencies, dealers or other informed 
sources, taking into account transporta- 
tion cost and sundry other charges. 

(b) If it is possible to realize this price 
Without competitive bidding, the reten- 
tion or sale may be made or approved. 

(c) If it is not possible to realize this 
Price, the material may be sold after 
competitive bids, reserving the right to 
Teject all bids if an inadequate price is 
Offered. [JTR 434.1] 
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§ 844.434-2 Scrap warranty. Sales 
of scrap may be made on competitive 
bidding without a scrap warranty. Sales 
of scrap made without competitive bid- 
ding shall be subject to the following 
Scrap warranty: 


The purchaser represents and warrants to 
_ the United States that the property covered 


by this agreement was offered as scrap, pur- 
chased by him as scrap, and that he will sell 
and ship or use it as scrap either in its exist- 
ing condition or after further preparation 
and only in conformity with all applicable 
regulations and orders of the Office of Price 
Administration and the War Production 
Board. 


(JTR 434.2] 


§ 8444343 Release of scrap war- 
ranty. The scrap warranty set forth in 
§ 844.434-2 may be released in behalf of 
the Government by the contracting of- 
ficer (in the case of the Navy, by the 
NMR&DA) under the following condi- 
tions: 

(a) The consideration to the Govern- 
ment for the release shall be the differ- 
ence between (1) the amount at which 
the material was retained or sold as 
scrap and (2) an amount not less than 
that which would be accepted if the 
material were then to be sold or retained 
for purposes other than use as scrap. 
The latter amount shall be determined 
under the price policies set forth in 
§ 844.431, with review and approval in 
appropriate cases as provided in 
§ 844.455. 

(b) ‘The release of the scrap warranty 
in behalf of the Government will be 
given by the Government and the con- 
sideration paid to the Government, even 
though the contract containing the war- 
ranty was not made directly with the 
Government. 

(c) All monies paid as consideration 
for such releases will be deposited and 
covered into the Treasury as miscel- 
laneous receipts. [JTR 434.3] 


§ 844.435 Price policies for material 
other than scrap when claim is $10,000 
or more. The price policies for material 
other than scrap when the claim is 
$10,000 or more are set forth in the fol- 
lowing sections. [JTR 435] 


§ 844.435-1 Crude or simple raw mate- 
rials. (a) Retentions or sales of crude 
or simple raw material (such as raw cot- 
ton, pig iron, electrolytic copper or sul- 
phur) which are freely traded in, and for 
which there is a recognizable market 
price, will be made or approved at the 
going market price, as nearly as it can 
be determined by reasonable effort with- 
in a reasonable time, taking into account 
transportation costs and sundry other 
charges. 

(b) If the quantity of a crude or simple 
raw material at any one location is less 
than a minimum commercial quantity 
and the going market price therefor can- 
not be obtained, it may be retained or soad 
to any buyer at the best price obtainable. 
In case of doubt, a nominal quantity as 
referred to in § 844.435-2 may be deemed 
to be a minimum commercial quantity 
for the purpose of this section. 

(c) Crude or simple raw materials, as 
the term is used herein, do not include 
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Metals in mill product form such as steel 

bars, copper sheet and aluminum extru- 
sions, which are considered to be mate- 
rials other than crude or simple raw ma- 
terials. [JTW 435.1] 


§ 844.435-2 Materials other than crude 
or simple raw materials. (a) Items or 
groups of items of material (other than 
scrap or a crude or simple raw mate- 
rial) where the cost, estimated if neces- 
sary, of all substantially similar items 
listed on any termination inventory 
schedule at any one location does not ex- 
ceed $2,500, shall be deemed to be “nomi- 
nal quantities” for purposes of this para- 
graph, and may be retained or sold to 
any buyer at the best price obtainable. 

(b) Retentions or sales of material 
(other than scrap or a crude or simple 
raw material) in excess of a nominal 
quantity may be made or approved at the 
best price obtainable in excggs of 75 per 
cent of (1) cost, or (2) the price which 
the buyer would have to pay for an equiv- 
alent quantity from a normal source of 
supply, whichever is lower. 

(c) Whenever material (other than 
scrap or a crude or simple raw material) 
in excess of a nominal quantity cannot 
be disposed of within a reasonable time 
on the terms stated in paragraph (b), 
it may be retained or sold: 

(1) At the best price obtainable to a 
buyer who will consume the material in 
the United States for manufacturing, 
construction, or maintenance or repair 
purposes and who will agree that, if he 
does not so consume it, he will not resell 
it at a profit (and written contracts of 
sale made under the authority of this 
subparagraph (1) will contain such an 
agreement); or 

(2) If efforts to find such a buyer on 
a negotiated basis within a reasonable 
period of time are unsuccessful, then, if 
the items are such as are not customarily 
sold for civilian use in their existing form 
they may be sold on competitive bids, in 
which case, unless all bids are rejected, 
the highest bid shall be accepted. [JTR 
435.2] 


§ 844.436 Regulations of Office of 
Price Administration. The regulations 
of the Office of Price Administration are 
treated in the following sections. [JTR 
436] 


§ $44.436-1 General. OPA Supple- 
mentary Order No. 94 establishes price 
regulations covering retentions and sales 
of termination inventory. [JTR 436.1] 


§$ 844.436-2 Retention or sale of term- 
ination inventory at acquisition cost. 
(a) A retention or sale of any item of 
raw materials, supplies, component 
parts, semi-processed and semi-fabri- 
cated material included in a termination 
inventory, not exempt and not made in 
reliance upon a certificate, nevertheless 
complies with OPA regulations if made 
at a price not exceeding acquisition cost 
(although a sale may be made at a price 
in excess of acquisition cost of it com- 
plies with OPA regulations). 

(b) “Acquisition cost” of termination 
inventory means the purchase price, plus 
freight, if any, paid by the war con- 
tractor for the item, and may be aver- 
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aged. Freight charges which cannot be 
definitely assigned or allocated to the 
item may be estimated. Where the item 
has been fabricated or processed by the 
war contractor, direct laWor costs plus 
the appropriate allocable factory over- 
head (which may be estimated if actual 
figures are not available) may be added 
to the acquisition cost. For purposes of 
determining compliance with OPA regu- 
lations, the cost shown by war contrac- 
tors on termination inventory schedules 
may be accepted by contracting officers 
as representing acquisition cost. The 
acquisition cost of property furnished to 
the war contractor by the Government 
may be estimated, if the actual cost is 
unknown or cannot reasonably be ascer- 
tained. [JTR 436.2] 


§ 844436-3 Exemptions from price 
ceilings. Price ceilings established by the 
Office of Pfice Administration do not ap- 
ply to a sale of termination inventory 
(other than a sale of food) where the 
sale is: 

(a) To another Government agency; 

(b) To any foreign government or 
agency thereof; 

(c) To a prime contractor (but not to 
a subcontractor) for use in carrying out 
his prime contract with a Government 
agency; 

(d) To any relief organization for do- 
nation or export sale; 

(e) Of a single item or group of items 
where the sales price estimated to be ob- 
tainable for all substantially similar 
items available for sale at the place of 
sale does not exceed $300; 

(f) Of scrap metal to a dealer in such 
material purchasing solely for resale, 
Provided, That: 

(1) The dealer certifies that he is pur- 
chasing such material for resale and that 
in reselling he will not exceed the ap- 
plicable OPA maximum prices, and 

(2) The seller has no reason to doubt 
the accuracy of the dealer’s certificate. 
{[JTR 436.3] 


§ 844.436-4 Reliance on buyer’s cer- 
tificate. Unless war contractors and 
contracting officers have reason to doubt 
the accuracy of the certificate herein- 
after set forth, they may make any sale 
of termination inventory (other than of 
food), without verifying OPA ceiling 
prices, in reliance upon a certificate in 
the following form executed by the 
buyer: 

The undersigned hereby certifies that the 
price paid (to be paid) (to be credited to the 
Government) for the goods purchased (to be 
purchased) (to be retained by the under- 
signed) under (identify contract, bid or quo- 
tation) does not exceed one of the following: 

(a) The maximum price applicable to pur- 
chases by the undersigned, from usual sources 
of supply, of the goods in the quantity and 
at the place of delivery specified in such 
contract (bid, quotation), or 

(b) The maximum selling price applicable 
to sales by the undersigned, in its capacity as 
a manufacturer, producer or processor of 
the same goods, disregarding minor differ- 
ences in specifications or design, in the quan- 
tity and at the place of delivery specified in 
such contract (bid, quotation). 


(JTR 436.4] 


§ 844.437 War Production Board reg- 
ulations, Representatives of the War 
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and Navy Departments are not respon- 
sible for policing a war contractor’s com- 
pliance with War Production Board reg- 
ulations in the case of dispositions of 
contractor-owned termination inventory 
by the contractor. In approvi such 
dispositions by the contractor such rep- 
resentatives may rely on the contractor 
to comply with any applicable regula- 
tions. Representatives of the War and 
Navy Departments responsible for mak- 
ing or approving dispositions of Govern- 
ment-owned termination inventory may 
rely upon the buyer’s statement that a 
purchase is in compliance with all War 
Production Board regulations affecting 
the buyer, unless there is reason to be- 
lieve that such representation is false. 
This representation should be incorpo- 
jms in each written contract. [JTR 


SUBPART D—DISPOSITION OF TERMINATION 
INVENTORY: AUTHORITY OF WAR CONTRAC- 
TORS 


§ 844.440 Scope. This subpart covers 
the authority of war contractors to dis- 
pose of termination inventory. Disposi- 
tions are subject to the approval of Gov- 
ernment personnel in certain cases, The 
scope of authority. of Government per- 
sonnel to approve such dispositions is 
set forth in Subpart E. (JTR 440] 


§ 844.441 General restrictions on dis- 
position of termination inventory. The 
authority of a war contractor to dispose 
of termination inventory or to authorize 
or approve a disposition by a subcon- 
tractor is subject to the following re- 
strictions: 

(a) Any applicable Government re- 
strictions upon the disposition of secret, 
confidential, or restricted material, or 
existing contract provisions regarding 
the disposition of material under the 
contract, or any restriction on the dis- 
position of material subject to a lien, 
shall govern such disposition, notwith- 
standing the provisions of this sub- 
chapter. 

(b) The contracting officer may re- 
quire any item of termination inventory 
to be transferred to the Government, 
He will do so in the case of critical items 
or other items which the Government 
wishes to acquire for production or sup- 
ply purposes. 

(c) The contracting officer may re- 
quire that no disposition of Government- 
furnished equipment and material be 
effected without his approval, and he 
may specify methods for preparing and 
routing termination inventory sched- 
ules of such equipment or material. 

(d) All dispox:tions of termination in- 
ventory must comply with regulations of 
the Surplus War Property Administra- 
tion, the Office of Price Administration, 
and the War Production Board, as re- 
ferred to in Subpart C of this Part 844. 

(e) If a service or bureau has entered 
into a special agreement with a disposal 
agency covering the disposition of cer- 
tain classes of termination inventory, the 
war contractor may not dispose of such 
material except as provided in § 844,- 
457-3. 

(f) War contractors shall not sell ter- 
mination inventory to persons known by 
them to be officers, enlisted personnel, 


ee 


or civilian employees of the War or Navy 
Department. [JTR 441] 


§ 844.442 Authority of war con. 
tractors to digpose of termination inven- 
tory without approval of contracting 
officers. The authority of war contrac- 
tors to dispose of termination inventory 
without approval of contracting officers 
is discussed in the following sections. 
[JTR 442] 


§ 844.442-1 Disposition of items at 
inventory cost. A war contractor may 
retain of sell any item of termination 
inventory at its cost as stated in his ter- 
mination inventory schedule. Reason- 
able freight, packing, and handling 
charges on items sold may be included 
in the termination claim. Such reten- 
tion or sale may be made without ap- 
proval by the contracting officer or next 
higher tier war contractor. [JTR 442.1] 


§ 844.442-2 Disposition of items un- 
der $100. A war contractor may retain 
or sell any item of termination inven- 
tory where the total cost, estimated if 
necessary, of the item does not exceed 
$100: Provided, That the aggregate cost 
of all items so retained or sold does not 
exceed $5,000, or 20 percent of the total 
inventory cost, whichever is less. The 
term “item” as used in this paragraph 
includes all substantially similar arti- 
cles in the termination inventory at any 
one location. Such retention or sale 
may be made without approval by the 
contracting officer or next higher tier 
war contractor. (The price policies of 
the Surplus War Property Administra- 
tion applicable to disposition of termina- 
tion inventory under this section require 
only that a retention or sale be at the 
“best price obtainable” as defined in 
§ 844.432-3.) [JTR 442.2] 


§ 844.442-3 Disposition of termina- 
tion inventory when _ subcontractor’s 
claim is less than $10,000. A subcon- 
tractor may retain or sell any item of his 
termination inventory with the approval , 
of the next higher tier war contractor 
whenever the subcontractor’s termina- 
tion claim is less than $10,000, computed 
according to § 841.122. In such cases, 
approval by the contracting officer is not 
required. (The price policies of the 


‘Surplus War Property Administration 


applicable to disposition of termination 
inventory under this section require 
only that a retention or sale be at the 
“best price obtainable” as defined in 
§ 844.432-3.) [JTR 422.3] 


§ 844.442-4 Disposition of termina- 
tion inventory subcontractor’s 
claim is $10,000 or more. A subcontrac- 
tor may retain or sell any item of his ter- 
mination inventory with the approval of 
the next higher tier war contractor when 
his termination claim is $10,000 or more, 
computed according to § 841.122, if and 
to the extent the contracting officer au- 
thorizes the next higher tier war con- 
tractor to approve his subcontractors 
retentions and sales pursuant 
§ 844.454-1. [JTR 442.4] 


§ 844.442-5 Authority for determina- 
tion and disposition of scrap. The au 
thority granted to war contractors under 
this § 844.442 to retain or sell, or to &P- 
prove retention or sale by a subcone 


= 
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tractor, of termination inventory in- 
cludes the authority to make or approve 
dispositions of scrap (as defined in 
§ 844.453-1) and to make scrap determi- 
nations, where such determinations are 
necessary. Scrap determinations will be 
evidenced by appropriate notations on 
the termination inventory schedules. 
Such determinations will be necessary in 
the case of dispositions under § 844.442-4, 
in view of the fact that separate price 
regulations apply to scrap and to other 
material when the war contractor’s claim 
is $10,000 or more (see §§ 844.434 and 
844.435). They will not be necessary 
In the case of dispositions under 
§$ 844.442-2 and 844.442-3, inasmuch as 
the price regulations applicable to scrap 
and to other material are the same in 
those cases where the war contractor’s 
claim is less than $10,000 (see § 844.433). 
[JTR 442.5] 


§ 844.442-6 Restrictions applicable to 
dispositions made under this section. 
In addition to the genéral restrictions 
set forth in § 844.441, the following re- 
strictions are applicable to dispositions 
of termination inventory under this 
§ 844.442, 

(a) A war contractor will not retain 
or sell his termination inventory, nor 
approve a retention or sale by his sub- 
contractor, unless the price is one that 
he considers fair and reasonable under 
all the circumstances and is a price that 
he would approve if reimbursement by 
the Government were not involved. 

(b) The authority of a subcontractor 
under §§ 844.442-3 and 844.442-4 to re- 
tain or sell termination inventory with 
the approval of the next higher tier war 
contractor does not extend (1) to a sale 
by a subcontractor to the next higher 
tier war contractor or to an affiliate of 
such war contractor, or (2) to a reten- 
tion or sale by a subcontractor affiliated 
with the next higher tier war contractor. 
Such sales require the specific approval 
of the contracting officer. For this pur- 
pose, a contractor is considered to be 
affiliated with another person if they are 
under common control or if there is any 


common interest between them, by rea- 


son of stock ownership or otherwise, 
which is sufficient to create a reasonable 
doubt that the bargaining between them 
is completely at arm’s length. The de- 
cision of the war contractor as to this 
question may be accepted by the con- 
tracting officer in the absence of infor- 
mation to the contrary. [JTR 442.6] 


§ 844.442-7 Acceptance of sales and 


retentions by Government. Retentions - 


or sales of termination inventory made 
or approved under the authority of this 
§ 844.442 will be accepted by the Govern- 
ment as final and conclusive in the ab- 
Sence of fraud. [JTR 442.7] 


- §844.442-8 Revocation of authority of 
war contractor. The contracting officer 


May at any time revoke or restrict the 
authority of a war contractor to make or 
to approve sales and retentions of ter- 
mination inventory under this § 844.442. 
Such revocation or restriction will not 
Operate retroactively. 


442.8] 


§ 844.443 Dispositions with approval 
of contracting officer. Except as au- 
thorized by § 844.442, dispositions of 
termination inventory may not be made 
by war contractors without the approval 
of the contracting officer. [JTR 443] 


§ 844.444 Disposition of termination 
inventory where title is in the Govern- 
ment. The eg of termination 
inventory where the title is in the Gov- 
ernment is discussed in the following 
sections. [JTR 444] 


§ 844.444-1 Authority for disposition. 
Where material acquired or produced 
under a cost-plus-a-fixed-fee war con- 
tract, or other war contract which pro- 
vides that title to it shall vest in the 
Government, is in the possession of the 
war contractor, it may be disposed of in 
accordance with this subchapter. [(JTR 
444.1] 


§ 844.444-2 Application of proceeds. 
(a) Certain contracts of these types pro- 
vided that the proceeds of any such dis- 
position shall be applied in reduction of 
payments to be made under the war con- 
tract. The uniform termination article 
for cost-plus-a-fixed-fee contracts 
(§ 849.932) contains such a provision 
with respect to termination inventory. 
Where any contract of this type does not 
contain such provision, it should be 
amended to include it. j 

(b) Where the contract contains such 
a provision, the proceeds of any reten- 
tion or other disposition of such Govern- 
ment-owned inventory may be applied to 
reduce the amount otherwise payable 
under the contract, unless the contract- 
ing officer otherwise directs. Unless the 
contract contains such a provision, such 
proceeds must be paid over to the Gov- 
ernment and cévered into the Treasury 
as miscellaneous receipts. [JTR 444.2] 


§$ 844.445 Sales oncredit. (a) Awar 
contractor may sell termination inven- 
tory on credit at his own risk. With the 
approval of the contracting officer (in 
the case of the Navy, the NMR&DA) a 
war contractor also may sell termination 
inventory on credit, not to exceed sixty 
days, at the risk of the Government. 

(b) The war contractor who makes a 
sale on credit at the risk of the Govern- 
ment will assign to the Government, at 
any time on request of the contracting 
officer, all his right, title, and interest 
in any claims for the unpaid balance of 
the purchase price, arising out of such 
sale. If the Government has not re- 
ceived an assignment of claims arising 
from such a sale, upon final settlement 
the Government will deduct from the 
amount of the settlement, as a disposal 
credit, a sum equal to the amount re- 
maining unpaid upon the sale. 

(c) War contractors will not make 
settlements with subcontractors who 
have unpaid claims for sales on credit 
at the risk of the Government unless 
such claims have been assigned to the 
Government and the debtor has been 
notified of such assignment. A war con- 
tractor who makes a settlement with a 
subcontractor without procuring such 
assignment will not be credited with the 
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proceeds of the sale in his termination 
settlement. [JTR 445] 


§ 844.446 Disposition of termination 
inventory on settlement. The disposi- 
tion of termination inventory on settle- 
ment is discussed in the following sec- 
tions. [JTR 446] 


§ 844.446-1 Accounting for termina- 
tion inventory on settlement with prime 
contractor. Upon final settlement with 
the prime contractor, all termination in- 
ventory of the prime contractor and all 
termination inventory of subcontractors 
must be accounted for in one of the fol- 
lowing ways: 

(a) By retention by the war contrac- 


‘tor and the application of the agreed 


value in reduction of his claim. 

(b) By sale (including return to sup- 
pliers) and application of the proceeds 
in reduction of the war contractor’s 
claim. 

(c) By abandonment with the ap- 
proval of the contracting officer or his 
representative in accordance with 
§ 844.453-3. 

(d) By removal by the Government, 
evidenced by a receipt in accordance 
with § 844.466. 

(e) By storage by the Government 
with the war contractor under a storage 
agreemént in accordance with § 844- 
465-2. 

(f) By storage by the war contractor 
at the risk and expense of the Govern- 
ment in accordance with §$844.464. 

(g) By temporary storage with the 
war contractor under the settlement 
agreement with the prime contractor, in 
accordance with § 844.465-3, or under a 
special agreement with the subcontractor 
in accordance with § 844.465-4. [JTR 
446.1] 


§ 844.446-2 Evidence required on set- 
tlement with prime contractor. Upon 
final settlement of the prime contractor’s 
termination claim, evidence that all ter- 
mination inventory has been accounted 
for in accordance with § 844.446-1 
may be established in such manner 
as the contracting officer deems sat- 
isfactory. The contracting officer may 
accept the prime contractor’s certifica- 
tion in the final settlement agreement 
(a) that all of his termination inventory 
has been accounted for, and (b) that, 
as to the termination inventory of all 
subcontractors (both immediate and 
more remote), he has received from each 
of his immediate subcontractors a cer- 
tificate substantially in the form set 
forth in § 849.973. It is contemplated 
that each such immediate subcontractor 
will obtain a similar certificate in turn 
from each of his immediate subcontrac- 
tors, and so on, down the line, to the 
lowest tier subcontractor. In order, 
therefore, to accomplish prompt settle- 
ment of the prime contractor’s termina- 
tion claim against the Government, and 
of all war contractors’ claims of any tier 
included therein, every war contractor 
should obtain this certificate from each 
of his immediate subcontractors whose 
termination claim is included in the war 
termination claim. [JTR 
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§ 844.446-3 Disposition of termina- 
tion inventory on settlement with sub- 
contractor. Unless otherwise author- 
ized by the contracting officer, upon set- 
tlement of the termination claim of a 
subcontractor, the settlement agreement 
made with the subcontractor by the next 
higher tier war contractor shall identify 
clearly by reference to termination in- 
ventory schedules all termination inven- 
tory which has not been disposed of, 
Such termination inventory schedules 
must be in form satisfactory for pur- 
poses of storage or removal by the Gov- 
ernment as provided in § 844.427 and 
must be submitted to the contracting 
officer (in the case of the Navy, to the 
cognizant Navy material inspector) prior 
to settlement of the prime contractor’s 
termination claim. All such material 
must be accounted for in accordance 
with § 844.446-1 before reimbursement 
will be made by the Government to the 
prime contractor for the amount of the 
settlement of the subcontractor’s claim. 
If a subcontractor disposes of any termi- 
nation inventory after he enters into a 
settlement agreement with his next 
higher tier war contractor, the agreed 
value of any material authorized to be 
retained or the proceeds of any material 
sold shall either be paid to the Govern- 
ment or deducted from the amount of 
the subcontract settlement prior to reim- 
bursement by the Government therefor. 
[JTR 446.3] 


§ 844.446-4 Undelivered termination 
inventory. (a) In the event that any 
termination inventory not disposed of is 
lost, destroyed, damaged, or for any rea- 
son cannot be delivered by the war con- 
tractor at the time of settlement of his 
termination claim, such termination in- 
ventory shall be accounted for as termi- 
nation inventory retained by the war 
contractor, and its fair value shall be 
deducted from his termination claim, 
except as provided in § 845.542-2 and in 
paragraph (b) below. 

(b) If in accordance with § 844.464 a 
war contractor has stored any termina- 
tion inventory at the risk and expense 
of the Government prior to the execu- 
tion of a final settlement agreement, and 
at the date of execution of the settle- 
ment agreement any such termination 
inventory properly allocable to the ter- 
minated war contract has been lost, de- 
stroyed or damaged, or for any reason 
cannot be delivered by the war con- 
tractor, no charge for the fair value of 
such termination inventory shall be de- 
ducted from the termination claim un- 
less the loss, damage, destruction or 
inability of the war contractor to de- 
liver such termination inventory is due 
to his failure to exercise reasonable care 
in the storage of such termination in- 
ventory. [JTR 446.4] 


SUBPART E—DISPOSITION OF TERMINATION 
INVENTORY: AUTHORITY OF GOVERNMENT 
PERSONNEL 


§ 844.450 Scope. This subpart cov- 
ers the scope of authority of Government 
personnel to approve dispositions of ter- 
mination inventory by war contractors, 
and to dispose of termination inventory 
by sale, redistribution, and transfer to 
other Government agencies, [JTR 450] 


§ 844.451 Redistribution within War 
or Navy Department. The redistribution 
of termination inventory within the War 
or Navy Department is discussed in the 
following sections. [JTR 451] 


§ 844.451-1 Within the War Depart- 
ment. To accomplish redistribution of 
termination inventory for authorized 
production or supply requirements, con- 
tracting officers should cooperate fully 
with district organizations and industry 
integrating committees, and take such 
independent action as may be proper un- 
der the circumstances. Circularization, 
however, is not required. The chief of a 
service will furnish contracting officers 
lists of items which are to be referred to 
him for redistribution assistance. If no 
such lists are furnished, the contracting 
officer will exercise his judgment in re- 
ferring significant items to the chief of 
the service. The chief of the service will 
give prompt consideration to the utiliza- 
tion of such items within his own service, 
and, informally, may bring selected items 
to the attention of other services. Re- 
distribution efforts by the chief of a serv- 
ice under this section will not be per- 
mitted to delay or to limit local disposi- 
tion, except as the chief of service may 
direct. [JTR 451.1] 


§$ 844.451-2 Within the Navy Depart- 
ment. (a) To accomplish redistribu- 
tion of termination inventory, but avoid 
unnecessary circularization, each bureau 
shall endeavor to inform its contracting 
officers and the NMR&DA of the types of 
material needed for its production and 
supply requirements. Where such lists 
are used, the disposition procedures set 
forth in Part 844 may be appropriately 
modified with the’approval of the Indus- 
trial Readjustment Branch, OP&M, ex- 
cept that the requirements for removal 
and storage set forth in Subpart F must 
be met. When no production and supply 
list has been established by the bureau, 
the Navy material inspector cognizant 
of the war contractor will refer signifi- 
cant items to the bureau cognizant of 
the prime contract promptly upon re- 
ceiving termination inventory schedules. 
The bureau will give prompt considera- 
tion to the utilization of such items and 
no redistribution within the bureau 
should be permitted to delay or limit 
local disposition. 

(b) The NMR&DA will be responsible 
for general redistribution among the bu- 
reaus and activities of the Navy Depart- 
ment. The NMR&DA may, to the extent 
deemed desirable by it, circularize ter- 
mination inventory schedules among the 
bureaus, or effect such redistribution as 
practicable by its Material Redistribu- 
tion and Disposal Offices in the field 
through local action with Navy material 
inspectors or other local representatives 
of the Navy Department. (JTR 451.2] 


§ 844.452 Transfers to other Govern- 
ment agencies. Termination inventory 
not reported as surplus to a disposal 
agency may be transferred between the 
War and Navy Departments or to other 
Government agencies for use by such 
agencies, in accordance with applicable 
regulations of the Departments. (See 


§§ 823.307 to 823.313, inclusive, of this ~ 


chapter; paragraphs 17 and 18 of Navy 


Property Disposition Directive No. 1.') 
[JTR 452] 


§ 844.453 Scrap determination and 
disposition. Scrap determination and 
disposition are discussed in the following 
sections. [JTR 453] 


§ 844.453-1 General. The term 
“scrap” as used in this Part 844 com- 
prises scrap and salvage of the following 
types included in termination inventory: 

(a) Material (whether raw material, 
work-in-process, or purchased parts and 
components) that has no value except 
for its basic material content. 

(b) Material (whether raw material, 
work-in-process, or purchased parts and 
components) that has no apparent util- 
ity in its existing form, but has some 
value in excess of the value of its basic 
material content. 

' (c) Material that is worn or damaged 
beyond economic repair. [JTR 453.1] 


§ 844.453-2 Scrap determination. (a) 
The contracting officer will determine 
(unless such determination is made by 
the war contractor as permitted under 
§ 844.442-5) which items of termination 
inventory in the best interests of the 
Government should be handled, packed, 
shipped, stored, sold or otherwise dis- 
posed of as scrap or salvage, taking into 
account any scrap recommendations 
made by the war contractor. Scrap de- 
terminations will be made as promptly 
as possible after receipt of a termination 
inventory schedule, and will be evidenced 
by appropriate notations on the termi- 
nation inventory schedule. 

(b) In the case of the War Depart- 
ment, if the total cost, estimated if neces- 
sary, of the material to be disposed of as 
scrap set forth on a partial or complete 
termination inventory schedule exceeds 
$50,000, the determination will not be 
made without prior review and approval 
by a local disposal board established 
under § 821.105 of this chapter. The 
chief of a service may require prior re- 
view and approval by a disposal board 
established in his office under § 821.106 
of this chapter, or, in the case of the 
Army Air Forces, in a headquarters office 
of a Command, when the total cost, esti- 
mated if necessary, exceeds $500,000. 

‘(c) In the case of the Navy, the 
A has exclusive authority within 

the Navy Department to make or ap- 
prove a scrap determination, except that 
the recommendation of the cognizant 
bureau must first be obtained with re- 
spect to Government-furnished material 
and equipment and items on a produc- 
tion and supply list. If the total cost, 
estimated if necessary, of the material 
to be disposed of as scrap set forth on a 
partial or complete termination inven- 
tory schedule exceeds $50,000, the scrap 
determination must be approved by 4 
— board of the NMR&DA. [JTR 


” § 844.453-3 Authority to discard or 
abandon worthless items. Worthless 
items in any termination inventory may 
be discarded or abandoned by the war 
contractor with the approval of the con- 
tracting officer. Whenever the cost of 


1 Not filed with the Division of the Federal 
ter. 


/ 
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| 


FEDERAL REGISTER, Friday, November 10, 1944 


the items is more than $1,000, before giv- 
ing such approval the contracting officer 
(in the case of the Navy, the local NMVR& 
DA officer) must certify to a disposal 
board that reasonable efforts have been 
made to dispose of the items without suc- 
cess by offering such items to at least 
three scrap dealers, or that such offer 
would be useless; that in his opinion the 
items are unsalable and worthless, or that 
the cost of sale would exceed the pro- 
ceeds thereof; and that the items should 
be discarded or abandoned. In such 
cases, the written approval of the dis- 
posal board for the proposed discard or 
a must be obtained. [JTR 
453.3] 


§ 844.453-4 Disposal of scrap. (a) 
Every effort should be made by war con- 
tractors and contracting officers (in the 
case of the Navy, by the NMR&DA) to 
dispose of scrap and salvage promptly 
after a scrap determination has been 
made, and before transfer to the Gov- 
ernment or assumption of storage re- 
sponsibility by the Government. Ordi- 
narily, scrap and salvage will be disposed 
of on competitive bids. Sales or reten- 
tions should be negotiated without com- 
petitive bidding only where the material 
involved obviously has no value except 
for its material content, and in such cases 
the ‘scrap warranty required under 
§ 844.434-2 must be obtained. 


(b) Serap and salvage that cannot be 
disposed of before transfer to the Gov- 
ernment or assumption of storage re- 
sponsibility by the Government will, in 
the case of the War Department, be 
turned over: to a salvage officer for dis- 
posal in accordance with AR 700-25 and 
TM 38-505; or, in the case of the Navy, 
will be disposed of by the NMR&DA in 
with its regulations, [JTR 


§ 844.453-5 Consultation with Re- 
gional Offices of Reconstruction Finance 
Corporation. Metals Reserve Company 
Agents in the Regional Offices of the Re- 
construction Finance Corporation are 
authorized to act as consultants in the 
determination and disposal of scrap. Ad- 
visory Panels have been established to 
Provide technical information and as- 
Sistance to these Agents. In all cases of 
doubt, contracting officers and disposal 
boards should consult Metals Reserve 
Company Agents and their Advisory 
Panels. Requests for consultation and 
advice should be communicated to Met- 
als Reserve Company Agents, in care of 
the Regional Manager of the Recon- 


a Finance Corporation. [JTR 


§ 844.454 Authority of contracting 
officers to make and approve dispositions. 
The authority of contracting officers to 
make and approve dispositions is dis- 


—" in the following sections, [JTR 


§ 844.454-1 General. (a) Whenever 
& disposition of termination inventory 
Tequires the approval of the contracting 
Officer, such approval may be given for 
& particular transaction, or may be a 
blanket approval, in advance, for reten- 
tions and sales at stated discounts from 


costs, or at predetermined prices for spe- 
ay classes of material, individual items, 
or lots. 

(b) The contracting officer may au- 
thorize a war contractor to approve dis- 
positions by his subcontractors, where 
the cost of the material to be disposed 
of in a single disposition does not exceed 
$10,000. No disposition will be divided 
into separate transactions for the pur- 
pose of avoiding the limit fixed for a 
single disposition. The contracting of- 
ficer may establish conditions and fix 
limits under which the war contractor 
may approve dispositions of specific 
classes of material, individual items, or 
lots. 

(c) The authority of a contracting of- 
ficer to make or approve dispositions of 
termination inventory, or to authorize a 
war contractor to approve dispositions 
by his subcontractors, is subject to the 
price policies of the Surplus War. Prop- 
erty Administration set forth in §§ 844.- 


432 to 844.435, inclusive, and to the other - 


general restrictions set forth in § 844.441, 
[JTR 454.1] 


§ 844.454-2 War. The contracting 
officer is authorized to act for the War 
Department in disposing of termination 
inventory and in approving dispositions 
by war contractors, subject, however, to 
the approval of a disposal board in cer- 
tain cases as provided in § 844.455. 
[JTR 454.2] 


§ 844.454-3 Navy. (a) The Navy con- 
tracting officer may make or approve a 
retention by the war contractor in pos- 
session or a sale to another war con- 
tractor of termination inventory, if any 
such war contractor will consume the 
material in the United States for manu- 
facturing or maintenance or repair pur- 
poses and will agree that, if he does not 
consume it, he will not resell it at a profit. 
Such a retention or sale made or ap- 
proved by a contracting officer is sub- 
ject to review and approval by a bu- 
reau disposal board in certaig cases as 
provided in § 844.455. The Navy con- 
tracting officer may also require trans- 
fer to the Government of critical items 
of termination inventory or other items 
which the bureau wishes to acquire for 
construction, production or supply pur- 
poses. A Navy contracting officer is not 
authorized to make or approve disposi- 
tions of termination inventory except as 
set forth above. 

(b) The NMR&DA may make or ap- 
prove any dispositions of termination 
inventory “which ‘may be made by the 
Navy Department under the policies and 
procedures prescribed by the Surplus 
War Property Administration and by 
this subchapter. A retention or sale of 
termination inventory made or approved 
by the NMR&DA is subject to review and 
approval by a disposal board of the 
NMR&DA in certain cases as provided 
in § 844.455. 

(c) The Navy material inspector cog- 
nizant of a war contractor is not author- 
ized to make or approve dispositions of 
such contractor’s termination inventory 
unless authorized or directed by the con- 
tracting officer to make or approve dis- 
positions within the contracting officer’s 
authority as set forth in paragraph (a) 
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above. The cognizant Navy material in- 
spector is, however, responsible for noti- 
fying the local representative of the 

- NMR&DA where action is required to be 
taken for the disposition of termination 
inventory as set forth in § 844.415-2, 
[JTR 454.3] 


§ 844.455 Review by disposal boards. 
A discussion of review by disposal boards 
is contained in the following sections. 
455] 


§ 844.455-1 Establishment of 
posal boards. (a) In the case of the War 
Department, the review required under 
§ 844.455-2 will be accomplished by dis- 
posal boards established under § 821.105 
of this chapter. 


(b) In the case of the Navy, the 
NMR&DA shall establish disposal boards 
for the purpose of reviewing disposition 
transactions and scrap determinations 
where such review is required by this 
§ 844.455 or by § 844.453. The number of 
boards required, their location and their 
membership shall be as determined by 
the Director of the NMR&DA, The 
chiefs of bureaus shall also establish 

“at least one disposal board in each bu- 
reau to review disposition transactions 
made by direction of a contracting officer 
of the bureau (or by a Navy material in= 
spector under his authority), where such 
review is required. [JTR 455.1] 


- § 844.455-2 Dispositions subject to re- 
view. (a) Retentions and sales of ter- 
mination inventory (other than scrap) 
are subject to prior review and approval 
by a duly established disposal board 
where: 

(1) The cost (estimated if necessary) 
of the material to be disposed of by the 
retention or sale exceeds $100,000 and it 
is proposed to retain or to sell such mate- 
rial below such cost, less freight and han- 
dling charges; or 

(2) The cost (estjmated if necessary) 
of the material to be disposed of by the 
retention or sale exceeds $10,000 and it 
is proposed to retain or to sell such mate- 
rial at more than 25 percent below such 
cost, less freight and handling charges. 


(b) For the purpose of determining 
whether or not a retention or sale shall 
be submitted for the review and approval 
of a disposal board, simultaneously ne- 
gotiated retentions or sales of different 
items to a single buyer, or of the same 
item to several buyers, shall be consid- 
ered as a single disposition. 


(c) In the case of the War Depart- 
ment, the chief of a service may require 
prior review and approval by a disposal 
hoard, established in his office under 
§ 821.106 of this chapter, or, in the case 
of the Army Air Forces, in the headquar- 
ters office of a Command, where the cost 
(estimated if necessary) of the material 
to be disposed of by the retention or sale 
exceeds $500,000 and it is proposed to 
retain or sell such material at more than 
25 per cent below such cost. [JTR 455.2] 


§ 844.455-3 Dispositions not subject 
to review. The following retentions, 
sales, or transfers may be made or ap- 

roved without review by a disposal 
oak except as may be required by the 
ehief of a service or bureau; 
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(a) Retentions or sales at cost, as per- 
mitted under § 844.442-1; 

(b) Retentions or sales made at spe- 
cific prices established by, or with the 
approval of, the Surplus War Property 
Administrator; 

(c) Sales to a cost-plus-a-fixed-fee 
war contractor for the account of the 
Government; 

(d) Transfers between services or bu- 
reaus of the War or Navy Department, 
or to another Government agency, 
whether or not the transfer of funds is 
required; 

(e) Transfers of surplus property to a 
disposal agency for purposes of disposal; 

(f) Retentions or sales of scrap (al- 
though the scrap determination is sub- 
ject to review, if the cost of the material 
exceeds $50,000, as provided in § 844.453) ; 

(g) In the case of the Navy, sales 
made by the NMR&DA after competitive 
bids where the cost of the material sold 
to any one bidder does not exceed $50,000. 
455.3] 


§ 844.456 Disposition of stockpile ma- 
terials. The disposition of stockpile ma- 
terials is discussed in the following sec-. 
tions. [JTR 456] 


§ 844.456-1 Within the War Depart- 
ment. (a) When any of the stockpile 
materials listed in § 829.909 of this chap- 


ter are included in termination invento- . 


ries in quantities equal to or in excess of 
the minimum quantities therein indi- 
cated and are not disposed of prior to 
transfer to the Government or assump- 
tion of storage responsibility by the Gov- 
ernment, they will be reported to the 
chief of service having jurisdiction over 
the termination inventory, and held for 
disposition instructions. Requests for 
such instructions will be made in tripli- 
cate by the field installation concerned 
on W.D., A.G.O., Form 257, in accord- 
ance with § 829.909 (a) of this chapter. 
Copies of the form may be requisitioned 
from Adjutant General depots. It is im- 
perative to expedite action under this 
paragraph to avoid double handling of 
stockpile materials. 

(b) Upon receipt of W.D., A.G.O., 
Form 257 covering any lot of stockpile 
materials, the chief of service will exe- 
cute a first endorsement thereto and for- 
ward two copies to the Director, Produc- 
tion Division, ASF. The Director, Pro- 
duction Division, ASF, is responsible for 
the issuance of disposition instructions, 
If instructions are issued to hold the ma- 
terial for stockpile, the chief of service 
will: (1) arrange for permanent storage 
of the material; (2) issue instructions to 
the appropriate field installation to ac- 
complish permanent storage; (3) advise 
the Director, Production Division, of the 
location and manner of storage; and (4) 
dispose of the material only upon specific 
authorization of the Director, Produc- 
tion Division. If instructions are issued 
not to hold the material for stockpile, the 
chief of service will direct the appro- 
priate field installation to dispose of the 
material as surplus. ([JTR 456.1] 


§ 844.456-2 Within the Navy Depart- 
ment. The NMR&DA is responsible for 
reporting stockpile materials to the Office 
cf Procurement and Material for disposi- 
tion instructions, [JTR 456.2) 


§ 844.457 Surplus termination inven- 
tory. The surplus termination inventory 
is discussed in the following sections. 
[JTR 457] 


§ 844.457-1 General. Termination in- 
ventory not disposed of prior to storage 
or removal by the Government, or exe- 
cution of a final settlement agreement 
with the prime contractor, whichever is 
earlier, will be deemed surplus and, ex- 
cept for scrap and salvage (to be dis- 
posed of under § 844.453-4) and nominal 
quantities (to be disposed of under 
§ 844.457-2), will be reported promptly 
to a disposal agency. [JTR 457.1] 


§ 844.457-2 Disposition of surplus 
nominal quantities. (a) Nominal quan- 
tities of surplus termination inventory 
(as defined below) will, in the case of 
the War Department, be turned over to 
a salvage officer or contracting officer for 
disposal in accordance with § 827.701 of 
this chapter; and, in the case of the 


- Navy, will be disposed of by the NUR&DA 


in accordance with its regulations. 

(b) For purposes of disposing of sur- 
plus termination inventory in accord- 
ance with this § 844.457, a nominal quan- 
tity means an item or groups of items 
where the cost, estimated if necessary, 
of all substantially similar surplus items 
included in any one termination inven- 
tory does not exceed $100 in the case of 
the War Department, or $2,500 in the 
case of the Navy. The foregoing defini- 
tion is to be distinguished from the defi- 
nition of a nominal quantity under the 
price policies of the Surplus War Prop- 
erty Administration as set forth in 
§ 844.435-2. [JTR 457.2] 


§ 844.457-3 Reporting to _ disposal 
agency under special arrangements.- A 
special arrangement has been entered 
into between the Army Air Forces, the 
Navy Bureau of Aeronautics and the 
Metals Reserve Company, as agent for 
the Reconstruction Finance Corporation, 
covering the disposition of certain spe- 
cific items of material. Other such spe- 
cial arrangements may be made with the 
approval of the Readjustment Division, 
ASF, or the Industrial Readjustment 
Branch, OP&M. A war contractor whose 
termination inventory is subject to such 
arrangements will be notified by the 
contracting officer. The terms of such 
arrangements will be observed in dispos- 
ing of termination inventory affected 
thereby and in reporting items thereof 
pot disposal agency as surplus. [JTR 

3] 


§ 844.457-4 Reporting to disposal 
agency in the absence of special arrange- 
ments. (a) In the absence of special ar- 
rangements of the nature referred to in 
§ 844.457-3, surplus termination inven- 
tory (except scrap and salvage and nom- 
inal quantities) will be reported to the 
Regional Office of the Reconstruction 
Finance Corporation for the region in 
which the material is located. 

(b) Material in process of storage or 
removal at the time of execution of a 
final settlement agreement with the 
prime contractor will not be reported 
until it has reached its destined place 
of storage. 

(c) All reports of surplus termination 
inventory will be made on termination 


inventory schedules (Forms 2a, 2b, 2c 
and 2d) in duplicate using Form SWPA-1 
as a cover transmittal sheet. In the 
case of the War Department an informa- 
tion copy will be transmitted to the Re- 
adjustment Division, ASF, where the to- 
tal cost of the material covered by the 
report exceeds $25,000. [JTR 457.4] 


§ 844.457-5 Action after reporting sur- 
plus termination inventory. (a) The 
contracting officer (including, in the case 
of the Navy, the NMR&DA) will not 
make or approve dispositions of termi- 
nation inventory after it has been re- 
ported to a disposal agency as surplus, 

(b) After reporting surplus termina- 
tion inventory to a disposal agency, fur- 
ther action will be taken only in accord- 
ance with Part 827 of this chapter in the 
case of the War Department, or Prop- 
erty Disposition Directive No. 4* and the 
regulations of the NMR&DA in the case 
of the Navy. [JTR 457.5] 


SUBPART F—STORAGE AND REMOVAL 


§ 844.460 Scope. Termination inven- 
tory not retained by the war contractor 
or otherwise disposed of must be stored 
with the war contractor or removed from 
his premises. This subpart provides in- 
structions for the storage and renewal of 
such termination inventory. [JTR 460] 


§ 844.461 Duty to store or to remove 
termination inventory within sizty days. 
(a) Where termination inventory is not 
otherwise disposed of, the Government 
will store such material with the war 
contractor or will remove it from the war 
contractor’s premises, within sixty days 
(or such longer time as may be agreed) 
after receipt of termination inventory 
schedules satisfactory in form, as pro- 
vided in § 844.427, 

(b) In the Navy Department, the cog- 
nizant bureau is responsible for the re- 
moval of material retained by the bureau 
for production or supply purposes. The 
NMR&DA is responsible for the removal 
of all other termination inventory not 
disposed of and for the execution of stor- 
age agreements with respect to all mate- 
rial, except in extraordinary circum- 
stances where it is necessary for the cog- 
nizant bureau to execute a storage agree- 
ment. [JTR 461] 


§ 844.462 Transfer of title to termina- 
tion inventory to the Government. Title 
to termination inventory allocable to a 
war contract, which does not by its pro- 
visions vest title to material in the Gov- 
ernment, is transferred to the Govern- 
ment after termination upon: 

(a) The execution of a standard stor- 
age agreement in accordance with 
§ 844.465-2, or 

(b) ‘The execution of a final settle- 
ment agreement with the prime contrac- 
tor in accordance with § 844.465-3 or 4 
special agreement with a subcontractor 
in accordance with § 844.465-4, or 

(c) Removal by the Government and 
delivery of a receipt therefor in accord- 
ance with § 844.466. [JTR 462] 


§ 844.463 War contractor’s right to re- 
move and store at his own expense. Un- 
less the war contract contains contrary 
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provisions and such provisions have not 
been waived, a war contractor may re- 
move any item of termination inventory 
and store it at his own-risk and expense 
at any time before the expiration of the 
plant clearance period. The war con- 
tractor should give the contracting offi- 
cer twenty days prior notice of his in- 
tention to remove any substantial por- 
tion of the termination inventory. [JTR 
463] 


§ 844.464 War contractor’s right to 
remove and store for account and at risk 
of Government. (a) Where the Govern- 
ment does not enter into a storage agree- 
ment with a war contractor or remove 
termination inventory within sixty days 
(or such longer period as may be agreed) 
from the date of receipt of a termination 
inventory schedule satisfactory in form, 
the war contractor may remove and 
store for the account and at the risk and 
expense of the Government any item of 
termination inventory not otherwise dis- 
posed of, stored, or removed; subject, 
however, to the requirements stated in 
paragraphs (b) and (c) below. 

(b) The war contractor will deliver to 
the contracting officer (in the case of 
the Navy, to his cognizant Navy material 
inspector): 

(1) Twenty days’ notice in writing in 
advance of the date fixed for removal; 
and 

(2) A certified statement that the ter- 
mination inventory schedule, as orig- 
inally submitted or as modified, or a 
revised schedule submitted with the 
statement covering all or part of the 
items listed on the original schedule, 
represents the concurrent physical in- 
ventory of the items to be removed. 

Notice of removal may be delivered 
before or after the expiration of the 
period for plant clearance provided in 
§ 844.413, but submission of such notice 
will not shorten the plant clearance 
period. 

(c) War contractors will use reason- 
able care in the transportation and pres- 
ervation of material removed and stored 
as set forth in this section, regardless of 
any provisions of the terminated war 
contract requiring a lesser degree of re- 
sponsibility for the care and preserva- 
tion of material during performance of 
the contract. Material will be prepared 
for removal in accordance with 
§ 844.466-1 governing the preparation of 
Material for removal by the Govern- 
ment. 

(d) Prior to the date fixed for removal 
of the material by the war contractor, 
the contracting officer (in the case of the 
Navy, the cognizant Navy material in- 
Spector) should, to the extent prac- 
ticable, verify the material on the sched- 
we as to quantities and condition and 
as to its allocability to the terminated 
war contract. Under section 12 (d) of 
the act, if the contracting officer fails 
to check such material, at or before the 
time of its removal, a certificate of the 
war contractor, specifying the material 
on the schedule which has been removed, 
and submitted to the contracting officer 
within thirty days after the date fixed for 
removal, will constitute prima facie evi- 
dence against the Government as to the 


quantities and condition of the material 
removed, and the fact of its removal. 
[JTR 464] 


§ 844.465 Storage by the Govern- 
ment. The storage of termination in- 
ventory by the Government is discussed 
in the following sections. (JTR 465] 


§ 844.465-1 General. (a) The Gov- 
ernment may store termination inven- 
tory (1) in facilities operated by the 
services, bureaus, or other Government 
agencies; (2) with the war contractor 
whose contract is terminated; (3) with 
other war contractors; or (4) in com- 
mercial warehouses. Open storage may 
be utilized, depending on the character 
of the material to be stored. " 

(b) The policy of the War and Navy 
Departments is to remove residual ter- 
mination inventory from the war con- 
tractor’s premises to storage facilities 
operated by the services, bureaus, or 
other Government agencies. If storage 
space is not available immediately in 
such facilities and other storage space 
cannot be obtained through the Space 
Control Committee of the Surplus War 
Property Administration, arrangements 
may be made to store the termination 
inventory with the war contractor. 

(c) Except material stored with the 
war contractor, termination inventory 
must be packaged and marked as pre- 
scribed in § 844.466-1 prior to its removal 
to a place of storage. [JTR 465.1] 


$ 844.465-2 Storage with war con- 
tractor under standard storage agree- 
ments. (a) Agreements with war con- 
tractors for the storage of termination 
inventory will normally be made sub- 
stantially in accordance with either one 
of the two forms of standard storage 
agreements set forth in § 849.972. If a 
storage agreement is entered into with a 
prime contractor under a cost-plus-a- 
fixed-fee contract or other contract pur- 
suant to which title is already vested in 
the Government, the provisions for 
transfer of title and allocability should 
be deleted from the form of storage. 
agreement. Where a storage agreement 
is made with a subcontractor, appro,g 
priate changes will be made in the re- 
citals and in the first two articles of the 
forms in § 849.972. 

(b) The form of standard storage 
agreement set forth in § 849.972-1 will 
be used for storage termination inven- 
tory which has no immediate use and 
which is not salable at a price approach- 
ing its original cost. Salvage, semi-fab- 
ricated parts and components, and non- 
usable raw materials are the types of 
material that will usually be stored under 
this form of agreement which limits the 
responsibility of the war contractor for 
the material stored. His liability under 
this agreement is merely to provide space 
for the material to be stored and to see 
that it is not lost or damaged because 
of his wilful misconduct or lack of good 
faith. 

_ (ec) The form of standard storage 
agreement set forth in § 849.972-2 will 
be used whenever the termination in- 
ventory to be stored has a value for use 
or sale substantially in excess of its value 
as scrap or salvage. Usable raw ma- 
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terials, fabricated componen‘s and parts, 
and completed items which have a value 
for future use or sale will be stored under 
this form of agreement. This form of 
agreement imposes a duty on the war 
contractor to exercise reasonable care 
in the storage and preservation of the 
material. 

(d) If a standard storage agreement 
ts executed with the war contractor, the 
contracting officer (in the case of the 
Navy the NMR&DA) may permit termi- 
nation inventory to be left in bins or 
otherwise unpackaged, provided the 
items are properly tagged or marked to 
identify them with the listings on the 
inventory schedules. [JTR 

2) 


§ 844.465-3 Temporary storage under 
settlement agreement with prime con- 
tractor. (a) In a case where it is im- 
practicable to provide for removal or for 
storage under a standard form of storage 
agreement of all termination inventory 
of the prime contractor not disposed of 
at the time of execution of the final set- 
tlement agreement with him, the settle- 
ment agreement shall provide for the 
transfer of title to the Government of 
remaining termination inventory in sub- 
stantially the form set forth in §§ 849.- 
981-1 and 849.981-2 as the third form 
of Article 1. In such case, the mate- 
rial so transferred to the Government 
shall be clearly identified by reference 
to termination inventory schedules or a 
separate list of the material. 

(b) If there are discrepancies between 
the quantities, weights and conditions of 
the items listed and of those actually 
found, the prime contractor will reim- 
burse the Government for the fair value 
of items lost, destroyed, damaged or 
short, if the discrepancies exceed reason- 
able tolerances in accordance with good 
commercial inventory practice and the 
contractor has failed to exercise such 
care as a reasonably careful owner of 
oo property would exercise. [JTR 

3] ‘ 


§ 844.465-4 Temporary storage with 
subcontractor. (a) Where all termina- 
tion inventory of a subcontractor is not 
disposed of before the settlement of his 
claim becomes final and conclusive upon 
the Government and it is impractical to 
provide for the removal of such remain- 
ing inventory or for its storage under a 
standard form of storage agreement, 
such remaining inventory may be tem- 
porarily stored with the subcontractor in 
accordance with this section. 

(b) Such temporary storage may be 
provided for by an agreement between 
the Government and the subcontractor 
containing substantially the provisions 
prescribed by § 844.465-3. The consent 
of the prime contractor and any inter- 
mediate subcontractors shall be obtained 
for such agreement. 

(c) In the case of a subcontract un- 
der a War Department prime contract, 
such temporary storage may also be pro- 
vided for by an agreement between the 
subcontractor and the war contractor 
liable to him. Such agreement shall 
contain substantially the provisions pre- 
scribed by § 844.465-3. Where the sub- 
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contract settlement is authorized, ap- 
proved, or ratified by the Government, 
the Government thereafter will look only 
to the subcontractor storing the inven- 
tory for such inventory or its value: Pro- 
vided, The war contractor making the 
settlement with him assigns to the Gov- 
ernment his rights under the storage 
agreement and promptly submits a list 
of the property to the contracting officer, 
[JTR 465.4] 


§ 844.466 Removal by the Govern- 
ment. The removal of items of termina- 
tion inventory by the Government is dis- 
cussed in the following sections. [JTR 
466 | 


§ 844.466-1 Preparation of material 
for removal, (a) Where items are to be 
removed by the Government, the war 
contractor will prepare them for removal 
in accordance with instructions of the 
contracting officer. In the case of the 
Navy, the instructions will be given by 
the NMR&DA with respect to items 
which are to be removed for storage by 
the NMR&DA, or by the Navy material 
inspector with respect to items which are 
to be removed for the cognizant bureau. 

(b) Such instructions will require that 
all termination inventory, other than 
scrap, be crated, baled, or otherwise 
packaged, and that each container or 
bale be marked or tagged to show the 
war contractor’s name, the terminated 
war contract number, the page number 
of the termination inventory schedule, 
and the item number, Where a single 
itém of inventory is to be moved in more 
than one container or bundle, each con- 
tainer or bundle should show its number 
and the total number in the series, as for 
example, 1 of 5; 2 of 5; etc. If avail- 
able, the Surplus War Property Admin- 
istration report number, or disposal 
agency identification number assigned 
to the report, will be shown in the mark- 
ings or on the tags, in lieu of the con- 
tract number. Strict observance of 
these packaging and marking require- 
ments is essential to efficient handling 
of termination inventory. 

(c) The war contractor will be allowed 
reimbursement in the termination set- 
tlement, or under a subsequent agree- 
ment, for reasonable costs incurred in 
preparing items for removal in accord- 
ance with instructions of the contracting 
officer, except as to any part of such costs 
which the war contractor is obligated by 
contract to.pay. [JTR 466.1] 


§ 844.466-2 Acknowledgment of re- 
ceipt for material removed. (a) When 
termination inventory is removed from 
a war contractor’s premises by the Gov- 
ernment, the contracting officer (in the 
case of the Navy, the cognizant Navy 
material inspector) will furnish the war 
contractor with an acknowledgment of 
the physical receipt of the material as 
removed. The receipt will be executed 
substantially in accordance with the 
form provided in § 849.971. Unless the 
contracting officer directs otherwise, a 
receipt executed before final settlement 
will provide expressly that it is without 
prejudice to any determination of allo- 
cability. Whenever feasible, such receipt 
will be executed on copies of the termi- 
nation inventory schedules to be retained 


by the war contractor. Whenever the 
material is removed from the war con- 
tractor’s premises in lots, copies of the 
covering shipping documents may be 


‘used for purpose of receipt or reference 


may be made in the receipt to item iden- 
tification mumbers on the termination 
inventory schedules. 

(b) Whenever termination inventory 
is removed from the premises of a war 
contractor under a cost-plus-a-fixed-fee 
contract or other contract pursuant to 
which title is already vested in the Gov- 
ernment, the acknowledgment of receipt 
will be modified appropriately; will not 


. be qualified as to allocability, if this fact 


has already been determined; and will 
omit reference to transfer of title. [JTR 
466.2] 


§ 844.466-3 Removal of unallocable 
material. If the Government removes 
material from a war contractor’s prem- 
ises and such material is determined 
prior to final settlement not to be allo- 
cable to the terminated war contract, the 
contracting officer at his election will (a) 
arrange for the return of such material, 
or like material, at the war contractor’s 
risk and expense, or (b) credit its dis- 
posal value at the time of its removal, or 
(ce) credit the proceeds realized by the 
from its disposal. [JTR 

66.3] 


§ 844.467 Verification of material for 
storage or removal by the Government. 
(a) The contracting officer (in the case 
of the Navy, the cognizant Navy mate- 
rial inspector) will be responsible for 
verification of items listed on a termi- 
nation inventory schedule when such 
items are to be removed from the war 
contractor’s premises or stored under a 
standard storage agreement. 

(b) Ordinarily, one hundred per cent 
verification is not required. The extent 
of selective checks should depend upon 
the size of the inventory, the nature of 
the property, past experience with the 
war contractor, and any other relevant 
factors. The verification should include 
a check to disclose defective material or 
rejects. Quantities, conditions, and 
weights shown on termination inventory 
schedules ordinarily will be accepted if 
they are substantially correct. For 
property accounting purposes, personnel 
making selective counts of termination 
inventory as herein provided will note 
the items selected and the results of their 
counts on one copy of the schedule and 
in every case these copies, properly au- 
thenticated by Government representa- 
tives charged with supervision of the se- 
lective count, will be furnished (1) in 
the case of the War Department, to the 
contracting officer and then to the inter- 
ested accountable property officer, or (2) 
in the case of the Navy, to the Navy ma- 
terial inspector. 

(c) If a standard storage agreement is 
entered into with a war contractor, the 
war contractor and the contracting of- 
ficer (in the case of the Navy, the cog- 
nizant Navy material inspector) will 
make a joint verification of the termi- 
nation inventory schedules. 

(d) Under cost-plus-a-fixed-fee war 
contracts and other contracts pursuant 
to which title is already vested in the. 


Government, the contracting officer will 
arrange for the taking of a physical in- 
ventory. In the case of War Department 
contracts, such inventory will be taken as 
prescribed in Section X of the War De- 
partment Industrial Property Account- 
ing Manual‘ and Section X of War De- 
partment TM 14-911." [JTR 467] 


SUBPART G—SPECIAL TOOLING 


§ 844.470 Scope. This subpart deals 
with certain methods for protecting the 
Government’s interest in special tooling 
related to terminated war contracts. 
{JTR 470] 


§ 844.471 Protection of Government’s 
interest. The following sections deal 
with the protection of the Government’s 
interest in special tooling. (JTR 471) 


§ 844.471-1 Definition of special tool- 
ing. The term “special tooling” includes 
jigs, dies, fixtures, moulds, and other 
similar equipment acquired or produced 
by the war contractor specially for the 
war contract or for the contract and 
other war contracts. The term does not 
relate to buildings, building equipment, 
and machine tools; nor to tools such as 
cutting tools and hand tools which usu- 
ally lose their utility through wear and 
tear rather than through obsolescence. 
{JTR 471.1] 


§ 844.471-2 Duty of proteeting the 


-Government’s interest. The provision, 
-contained in the Statement of Principles 


for Determination of Costs (see § 845.- 
551-2), relating to costs of special tool- 
ing allowable under terminated fixed- 
price contracts, requires protection of 
the interests of the Government either 
by transfer of title or by some other 
appropriate means. [JTR 471.2] 


§ 844.471-3 Methods of protecting the 
Government’s interest. (a) In most 
cases it will not be desirable for the 
Government to take title to special tool- 
ing. Generally, the contractor should 


be permitted to retain the special tool- 


ing, and the contracting officer should 
protect the Government’s interest (1) 
by taking into consideration in deter- 
mining the rate of amortization the use 
of the special tooling on other work of 
the contractor, (2) by giving proper ef- 
fect to any disposal value in determining 
the amount to be amortized, (3) by pro- 
viding in the settlement agreement ap- 
propriate stipulations that the reduced 
basis of the tooling will be used in cal- 
culating any charges applicable to sub- 
sequent Government contracts, and (4) 
where there is a possibility that the 
tooling may be needed for Government 
purposes within a reasonable period, by 
appropriate arrangements for the use 
of the tooling. 

(b) Disposal value is a matter for 
agreement between the contractor and 
the contracting officer in the light of the 
particular circumstances. As used in 
this Subpart G, when the rate of amorti- 
zation takes into account the continu- 
ing work of the war contractor, the term 
“disposal value” does not include the 
value of the tooling to the contractor for 
use on other work but only its value for 


Not filed with the Division of the Federal 
Register, 


| 

| | 


FEDERAL REGISTER, Friday, November 10, 1944 


disposal to a third party, or as scrap, 
either immediately or at the conclusion 
of any continuing work. [JTR 471.3] 


SUBPART I-—WAR DEPARTMENT ACCOUNTABIL- 
ITY FOR TERMINATION INVENTORY 


§ 844.490 Scope. This subpart ap- 
plies only to the War Department. It 
prescribes special procedures with re- 
spect to the assumption and mainte- 


nance of accountability for termination . 


inventory which the War Department is 
obligated to acquire. [JTR 490] 


§ 844.491 Accountability defined. 
With respect to termination inventory, 
the term accountability means the duty 
of maintaining records as prescribed 
herein. In this connection, neither ac- 
countable property officers nor contract- 
ing officers have responsibility, within 
the meaning of Army Regulations per- 
taining to property, for termination in- 
ventory in possession of war contractors 
or commercial warehousemen, unless 
such officers have been charged specifi- 
cally with the care and safekeeping of 
the material. [JTR 491] 


§ 844.492 Designation of accountable 
property officers. (a) Subject to such 
procedures as the chiefs of services may 
prescribe for purposes of uniformity, 
contracting officers under terminated 
prime contracts, the settlement of which 
will involve the acquisition by the Gov- 
ernment of termination inventory, will 
request commanding officers of procure- 
‘Ment districts or similar agencies (1) to 
designate accountable property officers 
to be charged with the assumption and 
maintenance of accountability for ter- 
mination inventory so acquired, and (2) 
to advise the contracting officer as to 
each such designation, Except as here- 
inafter provided with respect to subcon- 
tracts, accountable property officers so 
designated will be stationed at the same 
location where records in support of the 
payment under the final settlement 
agreement are maintained. The same 
accountable property officer may be 
designated for more than one contract. 
Where the property disposal function 
with respect to a subcontractor’s termi- 
nation inventory has been delegated to 
_anhother procurement district or similar 
agency or where the geographical loca- 
tion of a subcontractor’s plant in rela- 
tion to the prime contractor’s plant so 
warrants, a separate accountable prop- 
erty officer for the subcontract may be 
designated. The officer so designated, 
however, must be stationed at the same 
location where records are maintained 
by the interested property disposal offi- 
cer charged with the disposal function 
with respect to termination inventory 
taken over by the War Department. 

(b) Contracting officers, as the chief 
of service prescribes (1) will show on 
each Public Voucher No. 1034 covering 
payment under a final settlement agree- 
ment, or on schedules attached thereto, 
the designation of the account and sta- 
tion of every accountable property offi- 
cer charged with the assumption of ac- 
Countability for termination inventory 
taken over by the Government in con- 
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nection with that settlement, including 
termination inventory taken over from 
subcontractors, if any, or (2) will notify 
the Fiscal Director of the interested 
service command of the account and sta- 
tion of each accountable property officer 
designated under paragraph (a) above. 

(c) A commanding officer of an in- 
stallation where termination invento 
is stored awaiting disposition instruc- 
tions, will designate an accountable 
property officer for the installation. 

(d) Where a new property account is 
established because of the designation 
of an accountable property officer as 
herein prescribed, a copy of the perti- 
nent order will be furnished to the fiscal 
director of the service command having 
jurisdiction over the new account. 
[JTR 492] 


§ 844.493 Assumption of accountabil- 
ity. The following sections deal with the 
assumption of accountability. ([JTR 
493] 


§ 844.493-1 Termination inventory 
acquired from war contractors. (a) 
Accountability for termination inven- 
tory, the title to which is transferred 
from a war contractor to the Govern- 
ment, will be assumed by accountable 
property officers designated in accord- 
ance with the provisions of § 844.492. 
Accountability will vest in such officers: 

(1) As to material stored with a war 
contractor, upon receipt of a conformed 
copy of the storage agreement. from the 
contracting officer executing the agree- 
ment; 

(2) As to material removed from a war 
contractor’s premises prior to execution 
of the final settlement agreement, upon 
receipt from the contracting officer or 
local disposal officer of properly authen- 
ticated termination inventory schedules 
or other authorized documents listing 
the material; and 

(3) As to material the title to which is 
transferred to the Government in a final 
settlement agreement with the prime 
contractor or in a special agreement with 
a subcontractor, but pursuant to such 
agreement is left on the war contractor’s 
premises, upon receipt from the contract- 
ing officer executing such agreement of 
conformed copies of the schedules of such 
material referred to in the agreement. 

(b) To avoid duplicating lists of ma- 
terial removed from a war contractor’s 
premises, at least two copies of the in- 
ventory schedules or other authorized 
documents referred to in (a) (2), above, 
should be furnished to the accountable 
property officer; one copy for use in his 
jacket file; and one copy to be appended 
in whole or in part to shipping docu- 
ments prepared in connection with sales 
by the War Department or in connection 
with the transfer of accountability. 
{[JTR 493.1] 


§ 844.493-2 Government furnished 
termination inventory. The contract- 
ing officer or his representative respon- 
sible for the property disposal function 
in connection with a terminated war 
contract under which Government prop- 
erty previously has been furnished to the 
contractor, will forward to the officer 
holding accountability for such Govern- 
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ment material, lists thereof on termina- 
tion inventory schedules or on other 
suitable forms. Where this accountable 
property officer has not also been desig- 
nated to assume accountability for ter- 
mination inventory under the contract, 
and when the material is not to be 
promptly removed from the contractor’s 
premises, he will transfer accountability 
therefor to the officer designated for the 
terminated contract in accordance with 
§ 844.495-1. Except as set forth above, 
existing accountability instructions will 
be observed. [JTR 493.2] 


§ 844.494 Property accounting rec- 
ords. The following sections deal with 
property accounting records. [JTR 494] 


§ 844.494-1 Purposes. The War De- 
partment maintains property accounting 
records of termination inventory (a) to 
provide a means for preventing mis- 
appropriation of the material, and (b) 
to facilitate the physical handling and 
authorized disposition of the material. 
[JTR 494.1] 


§ 844.494-2 Jacket file records. (a) 
Accountable property officers will estab- 
lish a jacket file system of record keep- 
ing. This system recognizes that dis- 
posal agencies issue disposition instruc- 
tions by individual items on termination 
inventofy schedules applicable to par- 
tieular contracts. Under this jacket file 
method of accounting, a file will be estab- 
lished for each contract, or group of 
contracts where two or more contracts 
are grouped for termination settlement 
purposes. The file will include all docu- 
ments pertaining to accountability for 
termination inventory taken over by the 
Government. These documents will be 
assigned property voucher numbers and 
recorded in a voucher register as pre- 
scribed in AR 35-6700. Where an ac- 
countable property officer also maintains 
a@- property account for material other 
than termination inventory, accountable 
documents relating to termination in- 
ventory will be included in the estab- 
lished series of property voucher numbers 
for the account, and will in each case 
refer to the terminated contract number, 
prefixed by the letter “T” or other ap- 
propriate symbol, to establish clearly that 
the documents pertain to termination 
transactions. This information also will 
be shown in the voucher register. A 
jacket file will be controlled by the con- 
tract number to which it relates. 

(pb) In lieu of establishing an indi- 
vidual record for each item of termina- 
tion inventory, accountable property of- 
ficers are authorized to use the termina- 
tion inventory schedules as work sheets. 
This is for the purpose of reflecting the 
disposition of the items listed thereon or 
the authorized transfer of accountability 
therefor. Under this procedure, as re- 
lief from accountability is accomplished 
the assigned credit voucher number and 
the quantity will be entered opposite the 
particular item on the schedule. Where 
there are numerous transactions with 
respect to a particular item, auxiliary 
records (stock record cards or other suit- 
able forms) will be established, or the 
transactions will be recorded on the 
schedules so as to provide a complete and 


13356 


accurate accounting for the original 
quantity of the item. [JTR 494.2] 


§ 844.494-3 Cost - plus - a - fixed - fee 
prime contracts. In the case of cost- 
plus-a-fixed-fee prime contracts, title to 
the material acquired in connection with 
performance of the contract is already 
vested in the Government and account- 
ability has been established. When this 
material becomes termination inventory, 
and where such action will simplify the 
task of record keeping, the accountable 
property officer is authorized to establish 
the jacket file system of accounting. In 
such cases, the termination inventory 
schedules will serve both as a credit 
voucher to the established property ac- 
count and as a debit voucher to the jacket 

file account. [JTR 494.3] 


§ 844.494-4 Storage installations. 

With respect to termination inventory 

stored at War Department installations 

awaiting disposition instructions, the 

. jacket file system of accounting will be 

: supplemented to provide for showing 
= storage area location (aisle, bay, etc.) 
a for each item appearing on the termina- 
tion inventory schedules, so as to permit 

location of any item, [(JTR 


§ 844.495 Relief from accountability. 
Relief from accountability is discussed 
in the following sections, [JTR 495] 


§ 844.495-1 Shipments of termination 
inventory on War Department order. (a) 
As to authorized shipments of termina- 
tion inventory which require transfer of 
accountability to another accountable 
= property officer and those with respect to 
. a sale by the War Department, copies of 
tak properly completed Vendor’s Shipping 
Documents, War Department Shipping 
: ‘ Documents, or Shipping Tickets, which- 
- ever form is in current use at the in- 
Stallation concerned, will serve as valid 
credit vouchers to the interested ac- 
countable property officer’s account. 
Where, however, the shipment is made in 
connection with a sale by the War De- 
partment, the procedures prescribed in 
if : Section II, AR 35-6660 with respect to 
ee sales of property will be observed. Where 
practicable, to avoid duplicating the list- 
ing of items on the shipping document, 
a copy of the inventory schedules or ap- 
plicable portion thereof will be ap- 

pended. 
: (b) Where Vendor’s Shipping Docu- 
* : ment forms are used, the certificates, ap- 
: pearing thereon which are usually re- 
quired to be executed for purposes of 
payment of a vendor will be deleted, in- 
asmuch as payment will be supported by 
the termination settlement agreement 
and not by the Vendor’s Shipping Docu- 

ment. 

(c) Distribution of copies of completed 
shipping document forms, regardless of 
type, will be the same as is prescribed 
for the War Department Shipping Docu- 
ment. This distribution does not re- 
quire copies to be forwarded to Finance 
Officers for property audit or for any 
other purpose. 

(d) All copies of shipping documents 
prepared for shipments of termination 
inventory must bear the notation “Ter- 
mination Inventory”. In addition, ship- 


ping documents covering shipments of 
termination inventory from storage un- 
der a storage agreement with a war 
contractor or from storage in a Com- 
mercial warehouse, must bear the nota- 
tion “Shipped from Storage” and must 
indicate the station of the contracting 
officer under the storage or warehouse 
agreement involved. 

(e) When copies of termination inven- 
tory schedules or applicable portions 
thereof are appended to shipping docu- 
ments to avoid duplicating the listing 
of material, reference to the schedules 
in the body of the shipping document 
must be sufficient to permit positive 
identification in the event such sched- 
ules become detached. If items are listed 
individually on shipping documents, the 
page number of the inventory schedule 
and the item numbef on the page will be 
included in listing each item on the ship- 
ping document. [JTR 495.1] 


§-844.495-2 Shipments of termination 
inventory on disposal agency order. 
Where, at the direction of a disposal 
agency, termination inventory is deliv- 
ered to a disposal agency, other Govern- 
ment agency, or buyer, an authenticated 
copy of the delivery order received from 
the disposal agency with the receipt of 
the common carrier or transportation 
agency, or in the case of direct delivery 
to the buyer, his written acknowledg- 
ment of receipt on the delivery order, 
will constitute a valid credit voucher to 
the property account for the material so 
delivered. When the delivery order is 
not complete in detail as to quantity and 
nomenclature of the items ordered to be 
delivered, a shipping document will be 
originated and a copy thereof filed in 


support of the delivery order. [JTR 
495.2] 
§ 844.495-3 Losses in storage. (a) 


Instances of losses of or damage to ter- 
mination inventory in storage under 
storage agreements with war contrac- 
tors or commercial warehousemen will be 
reported to the contracting officer under 
the applicable agreement for appropriate 
action with respect to the liability, if any, 
of the contractor or warehousemen un- 
der the terms of the storage agreement. 
The contracting officer will advise the 
accountable property officer in writing of 
(1) the amount of the loss, (2) his find- 
ings with respect to the war contractor’s 
or warehouseman’s liability, (3) the 
amount of liability acknowledged by the 
war contractor or by the warehouseman, 
(4) what action has been initiated to col- 
lect amounts which may be due the Gov- 
ernment, and what disposal instructions 
have been issued in the case of damaged 


property. The contracting officer’s writ- 


ten advice will in all cases, regardless of 
the nature of the findings, serve as an 
acceptable credit voucher to the account- 
able property officer’s account for the 
material, provided that where damaged 
property is to be disposed of account- 
ability instructions applicable to such 
disposition will be observed. 

{b) The inventory adjustment proce- 
dure prescribed in Circular 94, War De- 
partment, 1944 will be followed at War 
Department installations with respect to 
termination inventory in storage at such 
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points awaiting disposition instructions. 
(JTR 495.3] 


§ 844.495-4 Discrepancies disclosed 
upon removal of termination inventory 
acquired under final settlement agree- 
ment. Relief from accountability for 
discrepancies disclosed upon removal 
from a war contractor’s premises of ter- 
mination inventory, the title to which 
has previously been transferred to the 
Government by terms of the final settle- 
ment agreement, will be accomplished in 
accordance with the procedures set forth 
in § 844.495-3 (a). [JTR 495.4] 


§ 844.495-5 Disposition of scrap. (a) 
Where termination inventory taken over 
by the War Department is subsequently 
determined to scrap under the pro- 
visions of § 844.453-2, the contracting of- 
ficer will furnish the interested account- 


’ able property officer with a list of such 


material together with written indication 
of the scrap determination and disposi- 
tion instructions. In the case of ma- 
terial turned over to a salvage officer, 
such lists and written instructions of the 
contracting officer, supported by the 
salvage officer’s acknowledgment of re- 
ceipt of the material, will constitute a 
valid credit voucher to the property ac- 
count. Where sales of such scrap are 
made by the contracting officer, the in- 
structions set forth in § 844.495-1 (a) 
will be observed. 

(b). Where’ termination inventory 
taken over by the War Department is 
discarded or abandoned by a war con- 
tractor in possession pursuant to the 
provisions of § 844.453-3, an authenti- 
cated copy of the contracting officer's 
authorization to the contractor listing 
the items to be discarded or abandoned, 
will constitute a valid credit voucher to 
the property account. [JTR 495.5] 


§ 844.496 Discrepancies incident to 
shipments. The following sections deal 
with discrepancies incident to shipments. 
[JTR 496] 


§ 844.496-1 Receiving procedures. 
(a) At War Department installations 
and commercial warehouses receiving 
shipments of termination inventory for 
storage awaiting disposition instructions, 
bundles, bales, cartons, and other pack- 
ages, comprising such shipments will not 
be opened to verify quantities. How- 
ever, the provisions of paragraph 23b, 
AR 55-150, with respect to determining 
whether carriers have fulfilled their obli- 
gations under bill of lading agreements, 


- will be observed. This will involve verifi- 


cation of the number of bundles, bales, 
cartons, and other packages or, in the 
case of bulk shipments where the unit 
of measure is other than by weight, the 
quantities involved. In every case an 
inspection will be made to determine evi- 
dence of damage. If discrepancies are 
disclosed, action will be taken in accord- 
ance with §$ 844.496-2 and 844.496-3. 
(b) At War Department installations 
receiving items. of termination inventory 
for use or consumption at such installa- 
tions or for stocking and subsequent issue 
to other activities of the War Depart 
ment, usual receiving and accountability 
procedures will be followed. [JTR 496.1] 


4 
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§ 844.496-2 Termination inventory 
received at War Department installa- 
tions. (a) Shortages or damage dis- 
closed in shipments of termination in- 
ventory upon receipt at War Department 
installations will require action at such 
installations as set forth in this section. 

(b) If the material was shipped from 
storage under the terms of a storage 
agreement with a war contractor or com- 
mercial warehouseman, the prescribed 
Report of Survey procedure will be ob- 
served. This procedure is set forth in 
paragraph 4 of AR 35-6640, in paragraph 
28e of AR 55-150, and in Circulars 147 
and 295, War Department, 1943. (The 
report of survey procedure will be fol- 
lowed notwithstanding paragraph 1, 
Section V of Circular 295 which purports 
to exclude the type of shipment referred 
to in this § 844.496-2.) Where it has 
been determined in the survey proceed- 
ings that the shortages or damage are 
not the delivering carrier’s responsibility 
and cannot be attributed to receiving 
station personnel, ~a request will be 
directed to the contracting officer under 
the contractor storage or warehouse 
agreement for a statement of his find- 
ings with respect to the liability, if any, 
of the war contractor or warehouseman, 
for the shortages or damage. The state- 
ment should include information as to 
action taken to effect collection of 
amounts which may be due from the 
contractor or warehouseman. This 
statement will be required as an exhibit 
to the Report of Survey. 

(c) If the material was removed and 
shipped by the Government from a war 
contractor’s premises without passing 
through intervening storage under a 
storage agreement with such contractor, 
and it appears that the carrier, or other 
transportation agency may be liable for 
the shortages or damage or that the dis- 
crepancies are attributable to receiving 
Station personnel, the Report of Survey 
will be processed as prescribed in (b), 
above. Where it is obvious that the de- 
livering carrier or other transportation 
agency is not responsible for the short- 
ages or damage, nor the receiving sta- 
tion personnel, or where there is an over- 
age, the discrepancies will be listed on 
W.D., Q.M.C. Form No. 445 (Over, Short 
and Damaged Report) prepared in tripli- 
cate. One copy will be attached to the 
receiving voucher, one copy forwarded 
to the shipping accountable property 
Officer and the other copy forwarded to 
the contracting officer under the termi- 
nated contract. The contracting officer 
upon receipt of the O.S.&D. report will 
(1) direct that Government personnel 
intensify their check of quantities as 
Temoved from the contractor’s plant 
Where such appears to be appropriate, 
(2) consider the advisability of request- 

an investigation of the conduct of 
the contractor, or (3) initiate such other 
action as he may deem advisable. In 
any event, he will advise the shipping 
accountable property officer in writing of 

action taken or the reason for non- 
action. The burden will be upon the 
shipping accountable property officer to 
determine that he has been furnished 
such written advice with respect to each 


O.S.&D. report received by him. [JTR 
496.2] 


§ 844,.496-3 Termination inventory 
received at commercial warehouses. The 
procedures outlined in § 844.496-2 will be 
observed in connection with shortages 
or damage disclosed in shipments of 
termination inventory upon receipt “by 
commercial warehouses. Officers ac- 
countable for such material will request 
commercial warehousemen to. report all 
discrepancies and furnish such informa- 
tion with respect thereto as may be re- 
quired in complying with the provisions 
of § 844.496-2. [JTR 496.3] 


§ 844.496-4 Discrepancies reported by 
Government agencies outside the War 
Department. With respect to shipments 
of termination inventory to Government 
agencies outside the War Department 
which move under Government bills of 
lading initiated by the War Department, 
the shipping accountable property officer, 
when discrepancies in shipments are re- 
ported to him, will be charged with the 
administrative duty of adjusting the re- 
ported discrepancy by observing the pro- 
cedures set forth in § 844.496-2, where 
appropriate, or in the case of shipments 
from a War Department storage installa- 
tion, by initiating a Report of Survey— 
Discrepancies Incident to Shipment 
(W. D., A. G. O. Form 15-1). In all 
cases, receiving agencies will be requested 
to furnish all information and data 
necessary to complete the action set 
forth above. [JTR 496.4] 


§ 844.497 Accountability for material 
neither stored with war contractor nor 
removed from war contractor’s premises, 
Where material owned by a war contrac- 
tor and claimed by him to be allocable 
to the terminated contract is neither re- 
moved from his premises upon demand 
nor stored with him pursuant to an 
agreement, accountability will not be 
established until such time as the ma- 
terial is removed by the Government, a 
storage agreement with the war contrac- 
tor is executed, or the Government by 
other means accepts the property, as, for 
example, in the final settlement agree- 
ment. [JTR 497] 


Part 845—GeENERAL BASIS FOR SETTLEMENT 
OF PRIME CONTRACT AND SUBCONTRACT 
CLAIMS 

Sec. 

845.500 Scope of part. 

SUBPART A—METHODS OF SETTLEMENT 


845.510 Scope. 

845.511 Basic objective. 

845.512 Authorized methods of settle- 
ment. 

845.512-1 Statutory provisions, 

845.512-2 Contract provisions. 

845.513 Settlement by agreement. 
845.514 Settlement by determination 
without agreement. 

845.515 Settlement by combined meth- 
ods; partial negotiated settle- 
ment. 

845.515-1 Approvals of subcontract settle- 
ments and dispositions of in= 
ventory. 

845.515-2 Minimum partial settlements. 

845.515-8 Partial settlement upon failure 


to negotiate complete settle- 
ment, 


845.522-1 
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845.516 Settlement by arbitration. 
845.517 Settlement of two or more claims 


jointly. 


SUBPART B—SETTLEMENT PROPOSALS FOR FIXED- 
PRICE CONTRACTS 


845.520 
845.521 


Scope. 

General information required for 
negotiation. 

Need for information, 

Nature of information needed. 

Duty to submit promptly. 

Standard forms for war contrac- 
tors’ proposals for settlement. 

Purpose of standard forms. 

Proposal forms for claims under 
$1,000. 

General proposal forms. 

Termination inventory schedules. 

Schedule of accounting informa- 
tion (Form 3). 

Specimen forms. 

Bases for presenting information 
for negotiated settlement. 

General, 

Inventory basis. 

Total cost basis. 

Percentage of completion basis. 

Other bases. 

Use of Form la (Short Form). 

When used. 

Instructions for use. 

Use of general proposal forms. 

When used. 

Instructions for use of Forms 1 
and 1b. 

Use of inventory forms. 

Schedule of accounting informa- 
tion. 

Detailed instructions. 

Departures from standard forms 
or use of other forms. 

Deviations from forms. 

Other forms. 


845.521-1 
845.521-2 
845.521-3 
845.522 


845.522-2 


845.522-3 
845.522-4 
845.522-5 


845.522-6 
845.523 


845.523-1 
845.523-2 
845.523-3 
845.523-4 
845.523-5 
845.524 

845.524-1 
845.524-2 
845.525 

845.525-1 
845.525-2 


845.525-3. 
845.525-4 


845.525-5 
845.526 


845.526-1 
845.526-2 


OF FIXED-PRICE CONTRACTS 


845.530 Scope. 

845.531 General standards for negotiated 
settlement. 

845.532 Standards for negotiated settle- 

- ments based on costs and 

profits. 

845.532-1 Application. 

845.532-2 Consideration of costs. 

845.533 Allowance for profit on fixed-price 
contracts. 

845.533-1 General. 

845.583-2 Proportion of agreed profit. 

-845.533-3 Approximate formula profit, 

845.533-4 Profit on letter orders. 

845.534 Other principles. 

845.534-1 Avoiding useless litigation. 

845.534-2 Overall limit on settlements. 

845.537 Application to subcontracts. 

845.538 Application of principles to war 


contracts without uniform ter- 
mination article. 


SUBPART D—BASIS FOR FORMULA SETTLEMENT OF 
FIXED-PRICE CONTRACTS 


Scope. 

Items allowed by formula for 
fixed-price contracts. 

Completed articles. 

Contractor’s own charges. 

Subcontractors’ claims. 

Post-termination and settlement 
expenses. 

Allowance for profit. 

Limitation on aggregate amount. 

Deductions under formula for 
fixed-price contracts. 

Disposal credits. : 

Deduction for property undeliver- 
able due to loss or damage. 


845.540 
845.541 


845.541-1 
845.541-2 
845,541-3 
845.541-4 
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Bec. 

845.542-8 Other offsets. 

845.542-4 Unliquidated financing. 

845.542-5 Withholding of amounts for sub- 
contractors. 

845.543 Application of other contract for- 
mulas, 


SUBPART E—PRINCIPLES FOR DETERMINING COSTS 


845.550 Scope. 

845.551 Statement of principles for deter- 
mination of costs upon termi- 
nation of fixed price supply 
contracts. 

845.551-1 General principles. 

845.551-2 Particular allowed costs. 

845.551-3 Initial costs. 

845.551-4 Excluded costs. 

845.551-5 Use of contractor's accounting 
methods. 

845.551-6 Other costs. 

845.552 Application of statement of prin- 


ciples. 

845.552-1 Application to formula settle- 
ments. 

845.552-2 Application to negotiated settle- 
ments. 

845.553 Continuing costs after notice of 
termination. 

845.554 Allocation of advance planning 
expenses 


845.558 Cost principles for cost-plus-a- 
fixed-fee contracts, 


SUBPART F—BASIS FOR SETTLEMENT OF COST- 
PLUS~A-FIXED-FEE CONTRACTS 


845.560 Scope. 

845.561 Application of procedure. 

845.561-1 General. 

845.561-2 Application to total termination 
of cost-plus-a-fixed-fee cone 
tracts. 

845.561-3 Application to partial termina- 
tion of cost-plus-a-fixed-fee 
contracts. 

845.561-4 Application to portions of fixed- 
price contracts on a ‘reim- 
bursable cost basis. 

645.561-5 Application to pending termina- 
tions. 

845.562 Submission of partial proposals 
for settlement. 

845.562-1 Form 1034 vouchers not used for 
costs. 

845.562-2 Use of partial proposal form. 

845.562-3 Use for overhead items. 

845.562-4 Numbering of proposal forms. 

845.562-5 Retention of government copies. 

845.562-6 Final proposal. 

845.563 Suspended items under prime 
contracts. 

845.563-1 Clearance of suspensions. 

845.563-2 Proposals for settling suspended 
items. 

845.564 Accounting procedures. 

845.564-1 Audit procedures. 

845.564-2 War Department certificate of evi- 
dence of payment. 

845.564-3 Auditor's report. 

845.565 Partial payments and partial set- 
tlements. 

845.565-1 Partial payments. 

845.565-2 Partial final settlements. 

845.566 Negotiation of settlement. 

845.566-1 General authority under cost- 
plus-a-fixed-fee contracts. 

845.566-2 Negotiation of other items. 

845.566-3 Procedure for negotiation, 

845.566-4 Adjustment of fixed fee. 

845.567 Submission of vouchers for pay- 
ment. 

845.567-1 When vouchers used. 

845.567—-2 Voucher for final settlement. 

845.567-3 Voucher for partial payments. 

845.5674 Voucher for partial settlement. 

845.568 Settlement by determination. 


SUBPART G—INTEREST 


845.570 Scope. 
845.571 Principles for computing interest 
on termination claims. 


Sec. 
845.571-1 Statutory provision. 
845.571-2 Date fixed for termination, 


. 845.571-3 Determining amount due. 


845.571-4 Interest period. 

845.571-5 Deduction of waived interest. 

845.572 Methods of providing for interest 

in settlement. 

845.572-1 General. 

845.572-2 Allowance for interest based on 
estimated date of payment. 

845.572-8 Interest at a daily rate after settle- 

ment. 

845.572-4 Submission of claim for interest. 

845.572-5 Review of computation. 

845.573 Treatment of interest payable on 
subcontract claims in settling 
higher tier claims. 

845.573-1 Where the subcontract claim has 
been paid. 

845.573-2 Where the subcontract claim is 
unpaid and interest is based on 
an estimated date of payment. 

845.573-3 Where the subcontract claim is 
unpaid and interest is payable 
at daily rate after settlement. 

845.574 Payment by disbursing officer. 


SUBPART H—SETTLEMENT REVIEW BOARDS 


845.580 Scope. 
845.581 Creation of settlement review 


boards. 

845.582 Duty of boarti to review settle- 
ments. 

845.582-1 Settlements required to be re- 
viewed. 


845.582-2 Optional review. 

845.582-3 Settlements and agreements not 
subject to review. 

845.583 Scope of review by board. 

845.584 Effect of action, by review board. 

845.584-1 Action by the board. 

845.584-2 Necessity for further approval. 


§ 845.500 Scope of part. This part 
deals with the policies and principles 
common to settlements with prime con- 
tractors and subcontractors. The pro- 
cedures peculiar to settlements with sub- 
contractors are covered by Part 846 and 
the procedures peculiar to settlements 
with prime contractors are covered in 
Part 847. [JTR 500] 


SUBPART A—METHODS OF SETTLEMENT 


§ 845.510 Scope. This subpart dis- 
cusses generally the various methods of 
settling termination claims of both prime 
contractors and subcontractors and pro- 
vides guides for the selection of a par- 
ticular method. [JTR 510] 


§ 845.511 Basic objective. The basic 
objective both of the act and of the ap- 
proved contract termination articles is 
to provide war contractors with fair 
compensation for their termination 
claims as expeditiously as possible in or- 
der to facilitate maximum war produc- 
tion during the war and to expedite 
reconversion from war production to 
civilian production as war conditions 
permit. ([JTR 511] 


§ 845.512 Authorized methods of set- 
tlement. The authorized methods of 
settlement are discussed in the follow- 
ing sections. [JTR 512] 


§ 845.512-1 Statutory provisions. 
The act provides that fair compensation 
to war contractors shall be determined 
(a) by agreement with the war contrac- 
tor, (b) by determination without agree- 
ment, (c) by any combination of these 
two methods, or (d) by arbitration. 
(JTR 512.1) 


§ 845.512-2 Contract provisions. The 
uniform termination articles for prime 
contracts and subcontracts and earlier 
similar articles also provide for fixing 
fair compensation to war contractors (a) 
by negotiated agreement, (b) by deter- 
mination based on a formula, or (c) by 
any combination of these two methods. 
[JTR 512.2] 


§ 845.513 Settlement by agreement. 
The negotiated agreement is the most 
expeditious and most satisfactory 
method of settling termination claims, 
This method will be used for settlement 
whenever feasible. Other methods of 
settlement will be resorted to only when 
a termination claim cannot be fairly 
settled by agreement. [JTR 513] 


§ 845.514 Settlement by determina- 
tion without agreement. (a) When any 
termination claim cannot be wholly set- 
tled by agreement, the claim or unsettled 
part will be settled by determination 
without agreement. 

(b) Where the Government is making 
the settlement, the determination wil! be 
made in accordance with § 847.750 and 
following. 

(c) Where a war contractor is making 
the settlement with his subcontractor, 
the provisions of § 846.625 will govern. 
{JTR 514] 


§ 845.515 Settlement by combined 
methods; partial negotiated settlement. 
Partial negotiated settlements are dis- 
cussed in the following sections. [JTR 
§15] 


§ 845.515-1 Approvals of subcontract 
settlements and dispositions of inven- 
tory. During the course of negotiations, 
the contracting officer from time to time 
will approve subcontract settlements 
and dispositions of termination inven- 
tory and credits arising therefrom in 
order to expedite or facilitate the settle- 
ment. Such approvals shall be final 
according to their terms, for the purpose 
of settling the terminated war contract 
involved. [JTR 515.1] 


§ 845.515-2 Minimum partial settle- 
ments. (a) Ordinarily, the contracting 
officer should not attempt to make par- 
tial settlements covering particular 
items of the prime contractor’s proposal 
during the course of the negotiations. 
To do so may delay or impede the nego- 
tiation of the complete final settlement. 
Such settlements may be made, however, 
to cover payments for completed arti- 
cles which are a part of the termination 
claim. 

(b) Whenever he considers it appro- 
priate, the contracting officer may agree 
with the prime contractor on a parti 
settlement fixing an amount which the 
Government agrees to be the minimum 
amount due on the entire claim without 
determining that this amount is due on 
particular elements of the claim or that 
additional amounts may not be due. 
This will. assure the contractor that he 
will not be required to refund any part 
of this minimum amount, but otherwise 
leaves the final amount due on the entire 
claim to be negotiated. (JTR 515.2] 

§ 845.515-3 Partial settlement upon 
failure to negotiate complete settlement. 
(a) When the contracting officer after 
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diligent effort has not been able to nego- 
tiate a complete settlement of the ter- 
mination claim, he may negotiate a par- 
tial settlement agreement covering the 
issues on which agreement can be 
reached whenever: 

(1) Such issues are clearly separable, 
and 

(2) The agreement will not prejudice 
the interest of the Government in dis- 
posing of the unsettled part of the claim. 

(b) The remainder of the claim will 
then be settled by determination without 
agreement. [JTR 515.3] 


§ 845.516 Settlement by arbitration. 
(a) Section 13 (e) of the act authorizes 
the contracting agency and the con- 
tractor by agreement to submit the 
termination claim to arbitration. The 
chief of the service or bureau may au- 
thorize this method to be used whenever 
he believes that the basic objectives of 
the act will be better served by its use 
than by resort to the other methods pro- 
vided. 

(b) War contractors are authorized to 
resort to arbitration under general law 
in accordance with § 846.625. [JTR 516] 


§ 845.517 Settlement of two or more 
claims jointly. With the consent of the 
war contractor, the contracting officer or 
officers concerned may make or approve 
the joint settlement of two or more ter- 
mination claims of the same contractor 
under several war contracts with the 
same or different services or bureaus, 
In such cases, accounting work should 
be consolidated to the greatest extent 
practicable. One settlement agreement 
covering the several contracts or several 
settlement agreements may be used. 
The agreement should apportion the 
total amount of the settlement among 
the several contracts on some reasonable 
basis, but precise allocations to the par- 
ticular contracts are not required. 
(JTR 517] 


SUBPART B—-SETTLEMENT PROPOSALS FOR 
FIXED PRICE CONTRACTS 


§ 845.520 Scope. This subpart states 
the information required for negotiated 
settlements between the Government 
and prime contractors, and between war 
contractors and their subcontractors, 
and describes the forms for presenting 
settlement proposals. [JTR 520] 


§ 845.521 General information re- 
quired for negotiation. General infor- 
Mation required for negotiation is set 
ee in the following sections. [JTR 


§ 845.521-1 Need for information. In 
Settling the termination claim of a war 
Contractor by agreement, the Govern- 
ment or the war contractor making the 
Settlement must have adequate infor- 
mation to support the claim as a basis 
for the negotiations. This information 
Must be sufficient to permit a sound bus- 
iness negotiation for a fair settlement. 
It may be presented in various ways, as 
indicated in § 845.523. Whichever of 
these methods is followed, it is essential 
to bear in mind that the purpose is not 

make an exact determination of costs 
or a detailed application of any formula, 


but rather to provide adequate data for 
the exercise of sound and informed busi- 
ness judgment in reaching a settlement. 
521.1] 


§ 845.521-2 Nature of information 
needed. The information in the war 
contractor’s proposal for settlement 
should support the amount he requests 


to compensate him fairly for the termi-. 
‘nation of the contract, without recog- 


nizing any profit on work not done. Or- 
dinarily, this amount should cover the 
work done and preparations and com- 
mitments made for the terminated por- 
tion, plus a reasonable profit on the 
work done, and post-termination ex- 
penses, less any credits for the proceeds 
or value of any termination inventory 
retajned or disposed of by the war con- 
tractor, but it should not include any 
amount for completed articles invoiced 
at the contract price in accordance with 
§ 842.252. [JTR 521.2] 


§ 845.521-3 Duty to submit promptly. 
(a) Each war contractor should prepare 
and submit his own claim as promptly 


as possible without waiting for the claims 


of his subcontractors. Likewise, a war 
contractor should promptly transmit up 
the contractual chain all his settlements 
with his subcontractors which require 
approval by the Government. 

(b) War contractors who delay un- 
reasonably in submitting their claims will 
lose interest on them for_the period of 
the delay in accordance with § 845.571-4. 
[JTR 521.3] 


§ 845.522 Standard forms for war con- 
tractors’ proposals for _ settlement. 
Standard forms for war contractors’ pro- 
posals for settlements are discussed in 
the following sections. [JTR 522] 


§ 845.522-1 Purpose of standard 
forms. (a) In order to expedite the 
preparation and review of settlement 
proposals, the Director of Contract Set- 
tlement has prescribed standard forms 
for settlement proposals under fixed 
price war supply contracts. The forms 
are for use by prime contractors of all 
departments and agencies of the Gov- 
ernment and by their subcontractors. 

(b) The forms are designed to pre- 
sent the information required both for 
settlement of the claim and for disposal 
of termination inventory. [JTR 522.1) 


§ 845.522-2 Proposal forms for claims 
under $1,000. The short form (Form 
la) is for settlement proposals amount- 
ing to less than $1,000 after deducting 
disposal credits for the entire inventory. 
It consists of a single sheet without sup- 
porting schedules. [JTR 522.2] 


§ 845.522-3 General proposal forms. 
The general forms intended for use in 
settlement proposals, regardless of 
amount, consist of the following: 


(a) Form 1. Designed primarily for set- 
tlement proposals on the inventory basis, 
supported by the inventory and accounting 
schedules referred to in §§ 845.522-4 and 
845.522-5. 

(b) Form 1b. Designed for settlement pro- 
posals on the total cost basis, supported by 
the inventory and accounting schedules re- 
ferred to in §§ 845.522-4 and 845.522-5. 


522.3] 


13359 


§845.522-4 Terminationinventory 
schedules. Termination inventory 
schedules for use in supporting settle- 
ment proposals on Forms 1 and 1b are as 
follows: 


; (a) Form 2a, For metals (in mill product 
orm); 

(b) Form 2b. For raw materials (other 
than metals), purchased parts, finished com- 
ponents, finished products, and miscellane- 
ous; 

(c) Form 2c. For work in process; 

(d) Form 2d. For dies, jigs, fixtures, and 

special tools. 


[JTR 522.4] 


§$ 845.522-5 Schedule of accounting 
information. This form (Form 3) is 
used in presenting accounting informa- 
tion to facilitate accounting reviews and 
to reduce the need for field examinations. 
[JTR 522.5] 


§ 845.522-6 Specimen forms. The 
standard forms and instructions for their 
use are reproduced in §§ 849.961, 849.962, 
849.963, and 849.964. These forms have 
been filled out with hypothetical figures 
i illustrate their method of use. [JTR 

2.6] 


§ 845.523 Bases for presenting infor- 
mation for negotiated settlement. Bases 
for presenting information for negoti- 
ated settlement are discussed in the fol- 
lowing sections. [JTR 523] 


§ 845.523-1 General. (a) There are 
various bases for presenting information 
for negotiating a settlement. The 
standard forms described in § 845.522 
are predicated on some of these bases. 
The following sections discuss the bases 
and indicate which bases are appropriate 
for a particular standard form. 

(b) Under a fixed-price contract, the 
contractor does not ordinarily have to 
prove his costs except on an over-all basis 
for renegotiation. He should, therefore, 
not be required to state his costs in un- 
reasonable detail on termination, and 
should be permitted to use actual, stand- 
ard, average, or estimated costs in pre- 
paring his proposal. Contractors should 
not be obliged to maintain unduly elab- 
orate cost accounting systems for fixed- 
price contracts merely because they may 
be terminated. [JTR 523.1] 


§ 845.523-2 Inventory basis. (a) Un- 
der the inventory basis, costs applicable 
to the terminated portion of the war 
contract will be determined essentially 
by pricing the inventory in detail at pur- 
chase or manufacturing cost and adding 
costs of settling with subcontractors and 
any other applicable costs. To the costs 
thus ascertained, the profit allowance, if 
any, is added. 

(b) This method is especially practi- 
cable when tthe jnventory consists largely 
ef purchased materials and parts on 
which little or no work has been per- 
formed. It should also be used when de- 
pendable unit cost information is avail- 
able for the pricing of work in process. 

(c) This basis can be used in present- 
ifig settlement proposals on Short Form 
la and General Form 1. 523.2] 


§ 845.523-3 Total cost basis. (a) 
Where the inventory method is not prac- 
ticable, or will unduly delay settlement, 


13360 FEDERAL REGISTER, Friday, November 10, 1944 


an alternative method of computing the 
war contractor’s own charges may be 
used. The costs chargeable to the en- 
tire contract to date of termination are 
summarized and a profit allowance, if 
any, is added. All payments previously 
made and to be made by the Government 
for completed units are then deducted. 
This is known as the “total cost method.” 

(b) If it is determined that the war 
contractor would have suffered a loss on 
the entire contract had it been com- 
pleted, procedure under the inventory 
method remains unchanged, but no part 
of the loss on the completed portion 
should be included. Under the total cost 
method, however, the procedure is then 
as follows: from the total costs of the 
contract are deducted the payments for 
completed units adjusted upward to re- 
flect the fact that the indicated cost of 
these units exceeds their contract price. 
Thus, if a 6 percent loss on cost were 
indicated, the contract price of the com- 
pleted units would represent 94 percent 
of the indicated cost. By dividing the 
contract price by .94, the indicated cost 
of the completed units can be deter- 
mined. The deduction of the higher 
amount will leave only the estimated cost 
applicable to the terminated portion of 
the contract. 

(c) This basis may be used in pre- 
senting settlement proposals on Short 
Form la or General Form 1b. [JTR 
523.3] 


§ 845.523-4 Percentage of completion 
basis. (a) In submitting a proposal on 
Short Form la, the war contractor may 
base his proposal on a percentage of the 
contract price based on the estimated 
percentage of completion of work under 
the war contract, where that method will 
provide fair compensation for termina- 
tion. 

(b) In addition, the contracting officer 
may authorize this basis of settlement 
in any other case. -Where the settle- 
ment exceeds $10,000 (computed in ac- 
cordance with § 841.122), the case will 
be reported to the chief of the service or 
bureau, with a brief explanation of the 
nature of the case and the reason for au- 
thorizing this basis of settlement. 

(c) Whenever the chief of any service 
or bureau considers that fair settlement 
in any other class of cases will be expe- 
dited by using this basis of settlement, 
he is authorized by general regulations 
to modify or permit deviation from the 
procedures prescribed by this regulation 
to the extent necessary to permit such 
basis to be used. The chief of the serv- 
ice or bureau will promptly submit each 
such general regulation in writing to the 
Readjustment Division, ASF, or the In- 
dustrial Readjustment Brafich, OP&M, 
in accordance with § 841.1444, with a 
brief statement as to the reasons for its 
issuance. [JTR 523.4] 


§ 845.523-5 Other bases. (a) In sub- 
mitting a proposal on Short Form la, 
the war contractor may calculate his 
proposal by any alternative method 
which will provide fair compensation for 
termination. 

(b) In addition, whenever the chief 
of any service or bureau considers that 
fair settlement in any other case or class 


of cases will be expedited by a basis for 
settlement other than those described 
in § 845.523-2 to § 845.5234, he will sub- 
mit to the Readjustment Division, ASF, 
or, Industrial Readjustment Branch, 
OP&M, a report recommending an alter- 
native basis for such settlement, and re- 
questing authority for its use in the par- 
ticular case or class of cases. 

(c) Any alternative method and stand- 
ard shall be designed to compensate the 
war contractor fairly for the, prepara- 
tions made and work done on the 
terminated portion of the contract, in 
cluding a reasonable profit on such prep- 
arations and work. [JTR 523.5] 


§ 845.524 Use of Form ila (Short 
Form). The use of Form la (Short 
Form) is given in the following sections. 
(JTR 524) 


§ 845.524-1 When used. Form la may 
be used for submitting a claim, when- 
ever: 

(a) The contractor proposes to dis- 
pose of or-retain all the termination in- 
ventory allocable to the terminated con- 
tract; and 

(b) The net amount of the proposed 
settlement is less than $1000 after de- 
ducting all credits for the disposal or 
retention of the entire inventory. [JTR 
524.1] 


§ 845.524-2 Instructions for use. (a) 
Neither the inventory schedules nor the 
schedule of accounting information re- 
ferred to in §§ 845.522-4 and 845.522-5 
need be submitted with Form la. 

(b) The claim may be prepared on an 
inventory basis, total cost basis, or per- 
centage of completion basis, or may be 
calculated by any other method that 
will provide fair compensation for the 
preparations made and work done for 
the terminated portion of the contract, 
including a reasonable profit on such 
preparations and work. 

(c) Generally, if the claim is prepared 
on a cost basis, it may include: 

(1) Costs incurred which are properly 
allocable to the terminated portion of 
the contract under recognized commer- 
cial ‘accounting practices, including di- 
rect and indirect manufacturing, selling, 
and distribution, administrative and 
other costs incurred. 

(2) Amounts of reasonable settlements 
of claims of subcontractors allocable to 
the terminated portion of the contract. 

(3) Reasonable costs of preserving 
and protecting termination inventory in 
the possession of the war contractor and 
reasonable expenses of settling the claim. 

(4) A reasonable profit with respect 
to the preparations made and the work 
done for the terminated portion of the 
contract, but no profit with respect to 
work which has not been done. 

(d) Detailed instructions for the use 
of this form are set forth on the reverse 
thereof and reproduced in § 849.964. 
[JTR 524.2] 


§ 845.525 Use of general proposal 
forms. The use of general proposal 
forms is discussed in the following sec- 
tions. [JTR 525] 


§ 845.525-1 When used. (a) Form 1 
may be used for any settlement proposal 
under a fixed-price war contract, other 


than one on the total cost basis, regard- 
less of the amount of the claim. 

(b) Form 1b may be used only for a 
settlement proposal submitted on the 
total cost basis. [JTR 525.1] 


§ 845.525-2 Instructions for use of 
Formslandib. (a) Form 1 is designed 
primarily for presenting proposals on 
the inventory basis, described in 
§ 845.523-2. This basis should be used 
wherever practicable. The form may be 
used, however, for a proposal prepared 
on any other basis except the total cost 
basis. 

(b) Where the inventory method is 
not practicable, war contractors may pre- 
sent their proposals on Form 1b on a 
total cost basis described in § 845.523-3. 
For purposes of property accountability 
and disposition, however, the contractor 
must submit inventory schedules listing 
all the termination inventory. Form 1b 
is not generally distributed but will be 
provided by any Government contracting 
office on request. 

(c) Normally, proposals submitted on 
either Form 1 or 1b should cover all 
elements of the termination claim, in- 
cluding the contractor’s own charges and 


.settlements with subcontractors. How- 


ever, to expedite approval and payment, 
partial proposals covering either all the 
war contractor’s own costs, or his settle- 
ments with subcontractors, or his settle- 
ment expenses, may be filed separately as 
they are prepared. Otherwise, the war 
contractor will not submit portions of his 
own costs separately without the ap- 
proval of the customer or contracting 
officer. 

(d) Where the proposal is submitted 
on either Form 1 or Form 1b, the pro- 
posal must be supported by the termina- 
tion inventory schedules (Forms 2a, 2b, 
2c, and 2d) and usually by a schedule of 
accounting information (Form 3) re- 
ferred to in §§ 845.522-4 and 845.522-5. 
(JTR 525.2] 


§ 845.525-3 Use of inventory forms. 
(a) The termination inventory sched- 
ules may be filed either with or in ad- 
vance of the settlement proposal. They 
serve several purposes: 

(1) To support the amount of inven- 
tory costs included in the settlement [-0- 
posal; and 

(2) To aid in arranging for the re- 
moval, storage, sale or other disposition 
of the termination inventory. 

(b) Where inventory schedules cover- 
ing substantial portions of the inventory 
can be prepared before other portions are 
completed, the partial inventory should 
be filed in order to expedite property re- 
moval and disposal. 

(c) When schedules are submitted be- 
fore submission of the settlement pro- 
posal, no additional schedules need be 
-submitted with the settlement proposal. 
In submitting the settlement proposal, 
however, Schedule G should show and 
explain retentions or sales of termina- 
tion inventory made or approval afier 
submission of the inventory schedule and 
before submission of a settlement pro- 
posal, in order to reconcile the disposal 
credits shown on the inventory schedules 
with the settlement proposal. If the ad- 
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justments gre numerous, it is suggested 
that the war contractor submit revised 
schedules. [JTR 525.3] 


§ 845.525-4 Schedule of accounting 
information. The war contractor is re- 
quired to file the schedule of accounting 
information (Form 3) only once in con- 
nection with any termination, and need 
not file it if: . 

(a) The proposal is submitted on the 
short form (Form la); or 

(b) The contracting officer or cus- 
tomer has waived its filing; or 

(c) The contractor has already filed 
the form with the contracting officer or 
customer in connection with a previous 
termination. In that case, the con- 
tractor must file a statement showing 
any changes in the accounting informa- 
tion contained in the earlier form. 
525.4) 


§ 845.525-5 Detailed instructions. 
Detailed instructions for the use of the 
standard contract settlement proposal 
forms and the supporting schedules is- 
sued by the Office of Contract Settlement 
are reproduced in § 849.964. [JTR 
525.5] 


§ 845.526 Departures from standard 
forms or use of other forms. Departure 
from standard forms or use of other 
forms is discussed in the following sec- 
tions. [JTR 526] 


§ 845.526-1 Deviations from forms. 
All prime contractors and subcontrac- 
tors are required to use the standard 
forms in submitting proposals for set- 
tlement of claims under terminated 
fixed-price war supply contracts, except 
as otherwise provided in this subchapter. 
Minor deviations from the requirements 
of the forms are permissible, without spe- 
cial approval, but any war contractor 
must obtain prior approval of the con- 
tracting officer or the customer for any 
substantial deviations. However, a war 
contractor receiving approval for devia- 
tions may not require his subcontractor 
to submit their proposal on other than 
— prescribed standard forms. [JTR 


§ 845.526-2 Other forms. Where the 
standard forms are not appropriate for 
any type of contract or for the basis of 
any class of proposals, the chief of any 
Service or bureau may authorize modifi- 
cations of the standard forms or some 
other suitable form for presenting such 
Proposals. He shall submit any form so 
authorized by him to the Readjustment 


Division, ASF, or Industrial Readjust- — 


ment Branch, OP&M, in accordance with 
§ 841.144-4, [JTR 526.2] 


SUBPART C—BASIS FOR NEGOTIATED SETTLE- 
MENT OF FIXED-PRICE CONTRACTS 


§ 845.530 Scope. This subpart dis- 
cusses the general principles governing 
Negotiated settlements. The specific 
Procedures applicable solely to settle- 
ments with subcontractors are stated in 
Part 846, and the procedures peculiar to 
Settlement between the Government and 
Prime contractors are stated in Part 847. 
(UTR 530] 


§ 845.531 General standards for ne- 
Qotiated settlement. (a) The primary 


objective in negotiating a settlement is 
to agree on an amount to compensate the 
war contractor fairly and fully for the 
work done and the preparations made 
for the terminated portion of the con- 
tract, with such allowance for profit 
thereon as is reasonable under the cir- 
cumstances. 

(b) Sueh fair compensation for termi- 
nation is inherently a matter of judg- 
ment and therefore cannot be measured 
exactly. In a given case, various meth- 
ods may be equally appropriate for arriv- 
ing at fair compensation; and differing 
amounts, resulting from reasonable 
variations of method and of sound judg- 
ment, may all be regarded as con- 
stituting fair compensation. 

(c) Cost and accounting data may 
provide guides for ascertaining fair com- 
pensation but are not rigid measures of 
it. Other types of data, criteria, or 
standards may furnish equally reliable 
guides to fair compensation. Settlement 
by agreement should be facilitated to the 
maximum extent feasible. The amount 
of record keeping, reporting, and ac- 
counting, in connection with settlement 
of termination claims, will be reduced to 
the minimum compatible with the rea- 
sonable protection of the public interest. 
([JTR 531) 


§ 845.532 Standards for negotiated 
ettlements based on costs and profits. 
The following sections discuss standards 
for negotiated settlements based on costs 
and profits. [JTR 532] 


§ 845.532-1 Application. In negoti- 
ating the amount to be paid the contrac- 
tor as fair compensation for his claim, 
it is not necessary to agree on the sepa- 
rate items to be allowed either for costs 
or profit. The parties may agree upon 
a total amount without agreeing on the 
particular elements entering into this 
amount. However, where the negotia- 
tion of the total amount is based on the 
consideration of costs and profit, the 
principles stated in §§ 845.532-2 and 
845.533 should be observed. [JTR 532.1] 


§ 845.532-2 Consideration of costs. 
(a) The cost principles set forth in 
§ 845.551 reflect certain policies regard- 
ing the types of costs which should ordi- 
narily be taken into account in deter- 
mining fair compensation for the termi- 
nation of a war contract. Costs of the 
types allowed by these principles should 
be considered in a negotiated settlement 
based on costs. Conversely, such a set- 
tlement should not be made a means for 
reimbursing expeditures of the types ex- 
cluded by these principles. 

(b) Cost data should be considered as 
a basis for a business negotiation of a 
prompt and equitable settlement rather 
than for an attempt at an exact deter- 
mination of costs. For the purpose of 
expediting settlements, costs should be 
estimated and approximated on reason- 
able bases, to the fullest extent practic- 
able. Differences should be cumpro- 
mised and questions of doubt settled by 
agreement. [JTR 532.2] 


§ 845.533 Allowance for profit on 
fixed-price contracts. The allowance 
for profit on fixed-price contract is set 
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forth in the following sections. [JTR 


533] 


§ 845.533-1 General. (a) The con- 
tractor should be allowed a profit only 
on preparations made and work done 
for the terminated portion of the con- 
tract; but, subject to this limitation, any 
reasonable method may be used to ar- 
rive at a fair profit. The most satis- 
factory criterion of a fair profit is ordi- 
narily what the parties agreed upon, as 
evidenced by the amount of profit: 

(1) Which both parties agreed upon 
or consented to at the time the contract 
was negotiated; or 

(2) Which the contractor would have 
earned had the contract been completed; 


or 

(3) Which the contractor agreed to 
accept in the event the contract was 
terminated. 

(b) Ordinarily, ascertaining the profit 
the contractor would have earned, if the 
contract had been completed, would be 
complicated, time consuming, and in 
practice would frequently be inaccurate. 
Generally, the best substitute for this 
criterion will be the amount of profit 
which the parties agreed upon at the 
outset. Accordingly, in arriving at a 
reasonable profit, whether determined 
Separately or as a part of the whole 
amount of the settlement, the following 


sections should be considered. [JTR 
533.1] 
§ 845.533-2 Proportion of agreed 


profit. (a) One method of arriving at 
a fair profit on the terminated portion 
of the contract is to allow the contractor 
the same proportion of the dollar amount 
of the profit which both parties agreed 
upon or contemplated at the time the 
contract was negotiated as the work per- 
formed by him on the terminated portion 
of the contract bears to the work con- 
templated by the entire contract. 

(b) This proportion does not neces- 
sarily depend on the ratio of the costs 
incurred on the terminated portion to 
the total estimated costs, nor on the 
ratio of materials acquired for the ter- 
minated -portion to the total materials 
needed. Thus, where the contractor has 
acquired materials not processed by him, 
these costs are not a fair index of the 
proportion of the work done by him. 
These factors should be considered, ,but 
the primary test is the extent and diffi- 
culty of the work done by the contractor 
(including engineering work, production 
scheduling, planning, technical study 
and supervision, arrangement and super- 
vision of subcontracts, as well as other 
services) as compared with the total 
work required of him by the contract. 
Engineering estimates of the percentage 
of completion should not ordinarily be 
required but should be properly consid- 
ered if available. 

(c) Where the contract has required 
the arrangement of subcontracts and the 
supervision of their performance, this 
work should be considered in estimating 
the extent of completion, but the profit 
should not be measured by the amount 
of his payments to subcontractors for 
their termination claims. [JTR 533.2] 


§ 845.533-3 Approrimate formula 
profit, Where the application of the 
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principles stated in § 845.533-2 is imprac- 
ticable in any case or would delay its 
settlement, or where it appears that the 
contractor would not have realized a 
profit on the contract if it had been com- 
pleted, another method may be used to 
determine the amount of profit. This 
method is to approximate the amount of 
the profit which the contractor would be 
entitled to receive under the formula 
contained in his contract if the parties 
had failed to agree. [JTR 533.3] 


§ 845.533-4 Profit on letter orders. 
Where a letter order, letter contract, or 
other preliminary contractual instru- 
ment contains a provision allowing such 
profit on termination as is reasonable 
under the circumstances, no profit will 
be allowed to the war contractor if he has 
delayed the execution of a definitive con- 
tract for an unreasonable period with- 
out proper cause. [JTR 533.4] 


§ 845.584 Other principles. Other 
principles pertaining to contract settle- 
ments are set forth in the following sec- 
tions, [JTR 534] 


§ 845.534-1 Avoiding useless litiga- 
tion. To avoid forcing the contractor to 
unnecessary litigation to establish his 
legal rights against the Government 
under the uniform article, it will be ap- 
propriate in any case, where the con- 
tractor so desires, to approximate in the 
settlement the amount prescribed by the 
formula in that article. [JTR 534.1] 


§ 845.534-2 Overall limit on settle- 
ments. The gross amount of the settle- 
ment, excluding sums paid to compensate 
for post-termination expenses and serv- 
ices, should not exceed the contract price, 
minus payments otherwise made or to be 
made under the contract. [JTR 534.2] 


§ 845.537 Application to subcontracts. 
Settlements of subcontracts will be ap- 
proved or recognized where they are 
based on the principles stated in this 
subpart, except that the contracting of- 
ficer may take into account the profit 
\“ich he would have agreed to pay in 
procuring directly the same or a similar 
item, instead of the profit determined in 
accordance with § 845.533. [JTR 537] 


§ 845.538 Application of principles to 
war contracts without uniform termina- 
tion article. In settling by negotiation 
any terminated war contract which does 
not contain and is not amended to insert 
the uniform fixed-price termination ar- 
ticle, the contracting officer or war con- 
tractor settling the claim should apply 
the principles stated in this subpart to 
the extent not inappropriate in the light 
of the provisions of the particular con- 
tract. [JTR 538] 


SUBPART D—BASIS FOR FORMULA SETTLEMENT 
OF FIXED-PLICE CONTRACTS 


§ 845.540 Scope. Under the uniform 
termination articles for fixed price sup- 
ply prime contracts and subcontracts, if 
the parties fail to agree on the amount 
payable for termination, the amount 
will be determined under a formula pre- 
scribed by the uniform article which is 
su stantially the same in both the prime 
contract and subcontract forms. This 


subpart discusses the amounts allowed 
under this formula. The procedure for 
making such formula settlements under 
prime contracts is prescribed in Subpart 
E of Part 847. Subcontract settlements 
without agreement are discussed in 
§ 846.625. [JTR 540] 


§ 845.541 Items allowed by formula 
for fixed-price contracts. The items al- 
lowed by formula for fixed-price con- 
tracts are set forth in the following sec- 
tion. [JTR 541] 


§ 845.541-1 Completed articles. The 
war contractor is entitled to the contract 
price for all articles or services which 
have been completed in accordance with 
the contract and not theretofore paid 
for, and which do not represent un- 
reasonable anticipation of production 
schedules, unless the parties agree on 
other disposition of such articles. (See 
§ 842.252-1 (c)). [JTR 541.1] 


§ 845.541-2 Contractor’s own charges. 
The war contractor is entitled to the ac- 
tual costs incurred by him which are 
properly allocable to the terminated por- 
tion of the war contract under recog- 
nized commercial accounting practices, 
except costs allocable to completed ar- 
ticles paid for at the contract price. For 
this purpose, the principles for determin- 
ing costs stated in § 845.551 of this part 
apply to formula settlements under the 
uniform fixed-price prime contract ar- 
ticle by its terms, and will be recognized 
by the Government as representing “rec- 
ognized commercial accounting prac- 
tices” under the uniform subcontract 
article. [JTR 541.2] 


§ 845.541-3 Subcontractors’ claims. 
The war contractor is entitled to the 
costs of settling and paying claims under 
terminated subcontracts allocable to the 
terminated portion of the war contract. 
For the purpose of computing the al- 
lowance for profit, the amounts paid or 
payable to subcontractors for materials 
delivered or services furnished by them 
before the effective date of the termina- 
tion notice should be treated as a part 
of the war contractor’s own charges and 
not as part of the cost of settling termi- 
nation claims of subcontractors. [JTR 
541.3] 


§ 845.541-4 Post-termination and set- 


tlement erpenses. (a) The war contrac- . 


tor is entitled to his reasonable costs 
of preserving and protecting termination 
inventory in his possession, and any 
other reasonable Costs incidental to the 
termination of work. 

(b) He is also entitled to reasonable 
costs of obtaining settlement of the 
amount due on his termination claim. 
[JTR 541.4] 

§ 845.541-5 Allowance for profit. As 
an allowance for profit on the terminated 
portion of the contract, the war con- 


- tractor is entitled to percentages fixed 


in the contract on the costs of materials 
not processed by him and on the re- 
mainder of his costs, but the aggregate 
allowance for profit shall not exceed 6% 
of the whole of such costs. For the pur- 
pose of computing such profit, his costs 
shall not include any charge for interest 
on borrowings or for amounts paid by 


him in settling termination claims of 
subcontractors (see § 845.541-3). [JTR 
541.5] 


§ 845.541-6 Limitation on aggregate 
amount. The-total amount payable to 
the contractor under §§ 845.541-1, 845.- 
541-2, 845.541-3 and 845.541-5, before de- 
ducting disposal credits, shall not exceed 
the total contract price less payments 
otherwise made or to be made under the 
contract. [JTR 541.6] 


§ 845.542 Deductions under formula for 
fixed-price contracts. Deductions under 
formula for fixed-price contracts are set 
forth in the following sections. [JTR 
542] 


§ 845.542-1 Disposal credits. From 
the amount payable under § 845.541, 
there shall be deducted the agreed price 
for any part of the termination inven- 
tory retained by the war contractor, and 
the proceeds of sale of any materials sold 
by him, which have not otherwise been 
paid or credited to the Government or 
customer. [JTR 542.1] 


§ 845.542-2 Deduction for property un- 
deliverable due to loss or damage. Under 
the uniform article for prime contracts, 
the risk of loss of termination inventory, 
except for normal spoilage, remains on 
the prime contractor until transfer of 
such property to the Government or to 
a buyer, or until 60 days after delivery 
to the Government of an inventory 
schedule covering it, whichever occurs 
first, unless the Government has express- 
ly assumed such risk. Under the for- 
mula, if any such property is destroyed, 
lost, stolen or damaged so as to become 
undeliverable within these periods, any 
amounts payable for such property shall 
be deducted from the amounts otherwise 
payable to the prime contractor under 
§ 845.541. [JTR 542.2] 


§ 845.542-3 Other offsets. Under the 
uniform article for prime contracts, the 
amount payable to the prime contractor 
under § 845.541 is subject to deduction 
for any other claim which the Govern- 
ment may have against the prime con- 
tractor in connection with the contract. 
[JTR 542.3] 


§ 845.542-4 Unliquidated financing. 
Under the uniform article for prime con- 
tracts, the amount payable to the prime 
contractor under § 845.541 is subject to 
deduction for all unliquidated partial or 
progress payments, payments on account 
theretofore made to the contractor, and 
unliquidated advance payments. [JTR 


542.4) 


§ 845.542-5 Withholding of amounts 
for subcontractors. Under the uniform 
article for prime contracts, the contract- 
ing officer in his discretion may deduct 
from the amount otherwise payable un- 
der § 845.541 the amount of any termi- 
nation claim of any subcontractor to the 


. extent that it does not cover materials 


delivered to the contractor, or eerviow® 
furnished to him for the production , 
completed articles. (See $ 846.668. 
[JTR 542.5] 


§ 845.543 Application of other con 
tract formulas. Where any war con 


-tract contains a formula for deter 
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the amount due if terminated, different 
from that prescribed in the uniform 
article for fixed-price contracts, the pro- 
visions of the formula in the particular 
contract will be followed in determining 
the amount due for its terminatien when 
the parties do not settle the claim by 
agreement, unless the formula fails to 
provide fair compensation in accordance 
with the act. [JTR 543] 


SUBPART E—PRINCIPLES FOR DETERMINING 
COSTS 


§ 845.550 Scope. (a) By order dated 
§ January 1944, the Director of War Mo- 
bilization issued a statement of principles 
for determination of costs upon termi- 
nation of Government fixed-price supply 
contracts. By order of the Director of 
Contract Settlement dated 30 September 
1944, this statement of principles was 
amended in certain respects. The text 
of this statement of principles, as amend- 
ed, is set forth in § 845.551 of this sub- 
part, and instructions for the applica- 
04 of these principles are stated in 

845.552. 

(b) This subpart also contains other 
instructions as to costs, including those 
applicable to settlements of cost-plus-a- 
fixed-fee contracts and subcontracts. 
{(JTR 550] 


§ 845.551 Statement of principles for 
determination of costs upon termination 
of fixed-price supply contracts. The 
statement of principles for determina- 
tion of costs upon termination of fixed- 
price supply contracts is set forth below.” 
(JTR 551] 


STATEMENT OF PRINCIPLES FOR DETERMINATION 
or Costs UPON TERMINATION OF GOVERNMENT 
Fixep Price SUPPLY CONTRACTS 


General principles. The costs contem- 
plated by this statement of principles are 
those sanctioned by recognized commercial 
accounting practices and are intended to in- 
clude the direct and indirect manufacturing, 
selling and distribution, administrative and 
other costs incurred which are reasonably 
necessary for the performance of the con- 
tract, and are properly allocable or appor- 
tionable, under such practices, to the con- 
tract (or the part thereof under considera- 
tion). The general principles set out in this 
Statement are subject to the application of 
any special provisions of the contract. Cer- 
tain costs are specifically described below [in 
§ 845.551-2] because of their particular sig- 
nificance, and, as in the case of other costs, 
should be included to the extent that they 
are allocable to or should be apportioned to 
the contract or the part thereof under 
consideration. 

(a) Common inventory. The costs of 
items of inventory which are common to the 
contract and to other work of the contractor. 

(b) Common claims of subcontractors. 
The claims of subcontractors which are com- 
mon to the contract and to other work of the 
contractor. 

(c) Depreciation. An allowance for de- 
Preciation at appropriate rates on buildings, 
machinery and equipment and other facili- 

"The statement appears as JTR 551.1 to 
551.6, inclusive, in the Joint Termination 
Regulation. 
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ties including such amounts for obsolescence 
due to progress in the arts and other factors 
as are ordinarily given consideration in de- 
termining depreciation rates. Depreciation 
as defined herein shall not include loss of 
useful value of the type covered by subpara- 
graph (f). 

Experimental and research expense. 
General experimental and research expense 
to the extent consistent with an established 
pre-war program, or to the extent related to 
war purposes. 

(e) Engineering and development and 
special tooling. Costs of engineering and 
development and of special tooling: Provided, 
That the contractor protects any interests 
of the Government by transfer of title or by 
other means deemed appropriate by the 
Government. 

(f) Loss on facilities—Conditions on allow- 

ance, In the case of any special facility ac- 
quired by the contractor solely for the per- 
formance of the contract, or the contract and 
other war production contracts, if upon ter- 
mination of the contract such facility is not 
reasonably capable of use in the other busi- 
ness of the contractor having regard to the 
then condition and location of such facility, 
an amount which bears the same proportion 
to the loss of useful value as the deliveries 
not made under the contract bear to the 
total of the deliveries which have been made 
and would have been made had the contract 
and the other contracts been completed: Pro- 
vided, That no amount shall be allowed under 
this paragraph unless upon termination of 
the contract title to the facility is transferred 
to the Government, except where the Govern- 
ment elects to take other appropriate means 
to protect its interests. 
' (g) Special leases. (1) Rentals under 
leases clearly shown to have been made for 
the performance of the contract, or the con- 
tract and other war production contracts, 
covering the period necessary for complete 
performance of the contract and such fur- 
ther period as may have been reasonably 
necessary; (2) costs of reasonable alteration 
of such leased property made for the same 
purpose; and (3) costs of restoring the prem- 
ises, to the extent required by reasonable 
provisions of the lease; less (4) the residual 
value of the lease: Provided, That the con- 
tractor shall have made reasonable efforts to 
terminate, assign, or settle such leases or 
otherwise reduce the cost thereof. 

(h) Advertising. Advertising expense to 

the extent consistent with a pre-war program 
or to the extent reasonable under the circum- 
stances. 
_ (i) Limitation on costs described in sub- 
paragraphs (d), (e), (f), (g) and (h). In 
no event shall the aggregate of the amounts 
allowed under paragraphs (d), (e), (f), (g) 
and (h) exceed the amount which would 
have been available from the contract price 
to cover these items, if the contract had 
been completed, after considering all other 
costs which would have been required to 
complete it. 

(j) Interest. Interest on borrowings. 

(k) Settlement expenses. Reasonable ac- 
counting, legal, clerical and other expenses 
necessary in connection with the termina- 
tion and settlement of the contract and sub- 
contracts and purchase orders thereunder, 
including expenses incurred for the purpose 
of obtaining payment from the Government 
only to the extent reasonably necessary for 
the preparation and presentation of settle- 
ment proposals and cost evidence in connec- 
tion therewith, 
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(1) Protection and disposition of property. 
Storage, transportation and other costs in- 


‘curred for the protection of property ac- 


quired or produced for the contract or in 
connection with the disposition of such 
property. 

Initial costs. Costs of a non-recurring na- 
ture which arise from unfamiliarity with the 
product in the initial stages of production 
should be appropriately apportioned between 
the completed and the terminated portions 
of the contract. In this category would be 
included high direct labor and overhead costs, 
including training, costs of excessive rejec- 
tions and similar items. 

Excluded costs. Without affecting the gen- 
erality of the foregoing provisions in other 
respects, amounts representing the following 
should not be included as elements of cost: 

(a) Losses on other contracts, or from 
sales or exchanges of capital assets; fees and 
other expenses in connection with reorgani- 
zation or recapitalization, anti-trust or fed- 
eral income-tax litigation, or prosecution of 
federal income tax claims or other claims 
against the Government (except as provided 
in § 845.551-2 (k)); losses on investments; 
provisions for contingencies and premiums on 
life insurance where the contractor is the 
beneficiary. 

(b) The expense of conversion of the con- 
tractor’s facilities to uses other than the per- 
formance of the contract. 

(c) Expenses due to the negligence or wil- 
ful failure of the contractor to discontinue 
with reasonable promptness the incurring of 
expenses, after the effective date of the ter- 
mination notice. 

(d) Costs incurred in respect to facilities, 
materials or services purchased or work done 
in excess of the reasonable quantitative re- 
quirements of the entire contract. 

To the extent that they conform to recog- 
nized commercial accounting practices and . 
the foregoing statement of principles, the 
established accounting practices of the con- 
tractor as indicated by his books of account 
and financial reports will be given due con- 
sideration in the preparation of statements 
of cost for the purposes of this article. 

The failure specifically to mention in this 
statement any item of cost is not intended-to 
imply that it should be included or excluded. 


§ 845.552 Application of statement of 
principles. The application of the state- 
ment of principles is discussed in the fol- 
lowing sections. [JTR 552] 


§ 845.552-1 Application to formula 
settlements. (a) The cost principles 
stated in § 845.551 apply to formula set- 
tlements of termination claims under the 
uniform articles for fixed price supply 
prime contracts and subcontracts. 

(b) Paragraph (h) of the uniform 
article for prime contracts specifies that 
the statement of cost principles shall be 
followed in applying the formula. 
When issued, the uniform article re- 
ferred to the statement issued by the 
Director of War Mobilization on 8 Janu- 
ary 1944. The statement of cost princi- 
ples as amended on 30 September 1944 
is somewhat simpler to apply and ad- 
minister. In the interest of uniformity, 
however, in applying the formula under 
a contract with the uniform clause, the 
contracting officer will follow the state- 
ment of cost principles as amended, 
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whether or not the contract refers to the 
earlier form of the statement. If the 
contractor so desires, the contracting 
officer shall amend the contract to refer 
to the revised statement. 

(c) In applying the formula under the 
fixed price supply subcontract article, 
the Government will consider the state- 
ment of principles as _ representing 
“recognized commercial accounting 
practices”. For this purpose, any sub- 
contractor will be allowed the benefits 
of the amended form of the statement 
whether his subcontract was made be- 
fore or after its amendment. [JTR 
552.1) 


§ 845.552-2 Application to negotiated 
settlements. In settlements of prime 
contracts and subcontracts by agree- 
ment, the statement of principles will be 
taken into account to extent stated in 
§ 845.532-2. [JTR 552.2] 


§ 845.553 Continuing costs after notice 
of termination. In some instances, it 
may be impossible to discontinue certain 
costs and expenses in connection with the 
performance of a war contract imme- 
diately after notice of termination in 
spite of all reasonable efforts by the war 
contractor to stop work promptly in ac- 
cordance with the notice of termination. 
Where the war contractor proceeds as 
rapidly as is practicable after receiving 
notice of termination to discontinue such 
costs in accordance with the notice of 
termination, reimbursement for such 
costs should not be denied merely be- 
cause they were incurred after notice of 
termination. [JTR 553] 


§ 845.554 Allocation of advance plan- 
ning expenses. Where a contractor in- 
curs reasonable preliminary expenses to 
plan or prepare in advance for termi- 
nation, such expenses may be allocated 
on any fair basis to contracts terminated 
thereafter. [JTR 554] 


§ 845.558 Cost principles for cost- 
plus-a-fized-fee contracts. In effecting 
settlement of terminated cost-plus-a- 
fixed-fee contracts, the provisions of the 
particular contract governing reim- 
bursable costs will determine what costs 
are properly allowable. Some cost-plus- 
a-fixed-fee contracts embody in their 
definition of costs which Tredsury De- 
cision 5000 is, in some material respects, 
different from the definition contained 
in § 845.551. [JTR 558] 


SUBPART F—BASIS FOR SETTLEMENT OF COST- 
PLUS-A-FIXED-FEE CONTRACTS 


§ 845.560 Scope. This subpart dis- 
cusses special procedures applicable to 
the settlement of terminated cost-plus- 
a-fixed-fee prime contracts and subcon- 
tracts. [JTR 560] 


§ 845.561 Application of procedure. 
The application of procedure is dis- 
cussed in the following sections. [JTR 
561) 


§ 845.561-1 General. (a) The pro- 
cedures for negotiated settlement de- 
scribed in §§ 845.562 and following, apply 


to terminated cost-plus-a-fixed-fee war 
contracts and to provisions for reimburs- 
ing costs in fixed-price contracts only to 
the extent provided in §§ 845.561-2 to 
845.561-5. 

(b) All terminated contracts and con- 
tract provisions of these types, which are 
not covered by these procedures, will be 
settled by reimbursement of costs in the 
usual manner and in accordance with 
the applicable contract provisions. 
(JTR‘561.1] 


§ 845.561-2 Application to total ter- 
mination of cost-plus-a-fixed-fee con- 
tracts. Unless the chief of the service 
or bureau orders otherwise, the proce- 
dures described in this subpart apply 
to any settlement of a terminated cost- 
plus-a-fixed-fee prime contract or of a 
terminated fixed-fee subcontract under 
a fixed-fee prime contract, where the 
contracting officer determines that ter- 
mination is complete or that work on 
any continued portion is only on sub- 
sidiary items or spare parts, or is other- 
wise not substantial. [JTR 561.2] 


§ 845.561-3 Application to partial 
termination of  cost-plus-a-fixed-fee 
contracts. (a) Where a_ cost-plus-a- 
fixed-fee contract is terminated in part 
and work on the continued portion is 
substantial, a negotiated settlement 
agreement covering only the terminated 
portion of the contract ordinarily will not 
be practicable. Accordingly, costs re- 
lating to the terminated portion, includ- 
ing settlements with subcontractors, will 
be reimbursed under the contract in the 
same manner as costs relating to the 
continued portion of the contract, until 
a negotiated settlement is authorized 
under paragraph (c). 

(b) As promptly as practicable after 
a partial termination, any subcontracts 
terminated as a result should be settled 
by negotiation, 4nd unless the contract 
otherwise provides, the fixed-fee under 
the prime contract should be adjusted in 
accordance with § 845.566-4. 

(c) Where the partial termination 
creates substantial or complicated prob- 
lems arising out of settlements with 
subcontractors, disposition of termina- 
tion inventory, or reduction of contract 
schedules, a negotiated settlement of the 
prime contract may be made in accord- 
ance with §§ 845.562 through 845.568 
upon the completion or cessation of all 
or substantially all work under the con- 
tract, as determined by the contracting 
officer. [JTR 561.3] 


§ 845.561-4 Application to portions of 
fixed-price contracts on a reimbursable 
cost basis. (a) Fixed-price supply con- 
tracts frequently contain separate provi- 
sions calling for the manufacture, con- 
struction or acquisition, on a reimbursa- 
ble cost basis, of specified facilities, ma- 
terials, or services. An example of such 
a provision is found in § 803.332 of this 
chapter. 

(b) The procedures described in this 
subpart apply, so far as reasonably appli- 
cable, to the settlement of that portion of 
a fixed-price contract which is on a reim- 
bursable cost basis, if it is terminated 


either independently of or concurrently 
with the termination of the balance of 
the contract. 

(c) In this subpart, the term “cost- 
plus-a-fixed-fee contract” includes the 
reimbursable cost portion of a fixed- 
price contract, unless the context clearly 
indicates otherwise. [JTR 561.4] 


§ 845.561-5 Application to pending 
terminations. The procedures described 
in this subpart apply to terminations in 
the process of settlement on and after 
21 July 1944, and will be put into effect 
as promptly as possible. [JTR 561.5] 


§ 845.562 Submission of partial pro- 
posals for settlement. The sttbmission 
of partial proposals for settlement are 
discussed in the following sections. [JTR 
562] 


§ 845.562-1 Form 1034 vouchers not 
used for costs. Where a cost-plus-a- 
fixed-fee contract is terminated, the 
costs of the war contractor not thereto- 
fore reimbursed by the Government will 
not be submitted on Form 1034 vouchers® 
but will be dealt with as preScribed in 
this subpart. Thereafter, Form 1034 
vouchers will be used only in accordance 
with § 845.567. ([JTR 562.1] 


§ 845.562-2 Use of partial proposal 
form. (a) Upon termination, unreim- 
bursed costs incurred by the war con- 
tractor will not be reimbursed in accord- 
ance with the usual cost-plus-a-fixed-fee 
procedure. Such costs will be presented 
to the contracting officer as part of the 
contractor’s settlement proposal and will 
be included in the termination settle- 
ment. 

(b) In presenting such costs to the 
contracting officer, the war contractor 
will use the “Contractor’s Partial Pro- 
posal for Settlement of a Terminated 
Cost-Plus-a-Fixed-Fee Contract” sup- 
ported by appropriate schedules of such 
costs. This form is set out in § 849.965. 

(c) This form will not be used to sub- 
mit costs previously presented to the 
contracting officer and disallowed by him 
or suspended by the General Accounting 
Office. (See § 845.563.) 

(d) This form will not be sent to the 
disbursing officer, inasmuch as no pay- 
ments will be made directly on the basis 
of this proposal. [JTR 562.2] 


§B45.562-3 Use for overhead items. 
(a) Where final overhead settlement 
vouchers for any year have not been paid 
or submitted to the disbursing officer for 
payment, before putting into effect the 
procedure prescribed in this subpart, or, 
in the case of terminations thereafter, 
before the effective date of the termina- 
tion notice, the war contractor will use 
the partial proposal form in presenting 
claims for overhead or -administrative 
costs for that year. 

(b) To assist the disbursing officer, the 
contracting officer in the War Depart- 
ment, and the Cost Inspection Service 
in the Navy Department, will advise him 
in writing of the Bureau Voucher number 
of the last Form 1034 cost voucher sub- 
mitted to him for payment under the 
terminated cost - plus - a - fixed-fee war 
contract before putting into effect the 
procedures prescribed by this subpart, oF 
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in case of termination thereafter, before 
the effective date of termination. [JTR 
562.3 | 


§ 845.562-4 Numbering of proposal 
forms. The war contractor will num- 
per each partial proposal form serially 
beginning with the number “1”, and will 
maintain a separate number series for 
each cost-plus-a-fixed-fee war contract. 
[(JTR 562.4] 


§ 845.562-5 Retention of government 
copies. Government copies of the con- 
tractor’s proposal forms and the sup- 
porting data will be retained in the files 
of the War or Navy Department, sep- 
arate from the files of Form 1034 vouch- 
ers, at the project or elsewhere as the 
chief of the service or bureau may pre- 
scribe. [JTR 652.5] 


§ 845.562-6 Final proposal. When 
the contractor has submitted all his par- 
tial proposals for settlement, he will 
present his final proposal for settlement, 
including a summary and recapitulation 
of these partial proposals, supported by 
any other information which he may 
deem appropriate. [JTR 562.6] 


§ 845.563 Suspended items under 
prime contracts. Suspended items under 
prime contracts are discussed in the fol- 
lowing sections. [JTR 563] 


§ 845.563-1 Clearance of suspensions. 
(a) Since contractors may frequently be 
unwilling to negotiate a settlement of 
their termination claims without a final 
closing agreement, disposing of all items 
of cost previously reimbursed, including 
items suspended or questioned by the 
General Accounting Office, every effort 
should be made to answer all suspensions 
and all informal inquiries from the Gen- 
eral Accounting Office promptly. If 
necessary, the contracting officer should 
seek the assistance of the chief of the 
service or bureau in answering ‘suspen- 
sions, 

(b) By the time the contractor is 
ready to*make a final settlement agree- 
ment the General. Accounting Office 
sheuld usually have completed its audit 
of vouchers at the project and all in- 
formal inquiries should have been an- 
swered. All clearances of suspensions 
with the General Accounting Office will 
be made through the Office of the Fiscal 
Director for the War Department, or 
the Cost Inspection Service, Bureau of 
Supplies and Accounts for the Navy De- 
partment. In the War Department, the 
contracting officer should submit any re- 
quests for such clearances through the 
Office of the chief of the service and the 
Division, ASF. [JTR 

Al) 


§ 845.563-2 Proposals for settling sus- 
pended items. In presenting for settle- 
Ment any costs which have been sus- 
pended by the General Accounting Of- 
fice and deducted by the disbursing offi- 
cer, the contractor will not use the par- 
tial proposal form, but will submit a 
Memorandum stating fully the circum- 
Stances justifying the settlement of such 
costs with the termination claim, 
\JTR 563.2] 


§ 845.564 Accounting procedures. The 
accounting procedures are discussed in 
the following sections. [JTR 564] 


§ 845.564-1 Audit procedures. (a) As 
in the case of the negotiation of fixed- 
price termination settlements, account- 
ing personnel act only in an advisory ca- 
pacity. 

(b) The procedure prescribed by War 
Department TM 14-1000, “Administrative 
Audit Procedures for Cost-Plus-A-Fixed- 
Fee Supply Contracts”, or by the Navy 
“Cost Inspection Manual”, will be applied 
in connection with all reimbursable costs 
submitted by the contractor on the par- 
tial proposal form for consideration in 
connection with the termination settle- 
ment. The documentary evidence re- 
quirements set forth in these manuals 
will also be continued, but such evidence 
will be presented and maintained for 
War and Navy Department administra- 
tive purposes only. [JTR 564.1] 


§ 845.564-2 War Department certifi- 
cate of evidence of payment. (a) Inthe 
War Department, the “Certificate of Evi- 
dence of Payment” required by para- 
graph 28 of TM 14-1000 will be furnished 
to the General Accounting Office with 
respect to items for which the contractor 
has been reimbursed before the pro- 
cedure under this subpart becomes ef- 
fective, but the deduction of uncleared 
checks in accordance with subparagraph 
a (4) of that paragraph will not be made. 

(b) The auditor will continue to check 
the evidence of payment on a selective 
basis, and at the time of final settlement 
will recommend to the contracting officer 
the elimination from consideration in 
the settlement of any costs for which 
the auditor considers the evidence of 
payment or justification inadequate. 
564.2] 


§ 845.564-3 Auditor’s report. When 
the war contractor has submitted a fina 
settlement proposal, the accountant or 
cost inspector will prepare and submit to 
the contracting officer a final settlement 
report to assist him in negotiating a final 
lump sum settlement with the prime con- 
tractor. This report will summarize in 
an appropriate manner all costs which 
the contractor has submitted on partial 
proposal forms or otherwise. The report 
will also list all General Accounting Of- 


fice suspensions which the war con-- 


tractor disputes and any uncleared 
informal inquiries by the General Ac- 
counting Office related to the terminated 
prime contract. ([JTR 564.3] 


§ 845.565 Partial payments and pare 
tial settlements. Partial payments and 
partial settlements are discussed in the 
following sections. [JTR 565] 


§ 845.565-1 Partial payments. Partial 
Payments may be made under Part 843 
on a cost-plus-a-fixed-fee war contract. 
For this purpose, the estimated claim is 
not limited to the partial proposals al- 
ready filed but may include other 
amounts also due the contractor for 
which partial proposals have not yet been 
filed. [JTR 565.1] 


§ 845.565-2 Partial final settlements. 
(a) After submission of one or more par- 
tial proposals, the contracting officer, 
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from time to time, may make partial final 
settlements in substantially the form set 
forth in § 849.983-2. 


(b) Under such partial settlements’ 


the Government and the contractor may 
agree upon a minimum amount due on 
the entire claim without determining 
that this amount is due on particular 
elemengs of the claim or that additional 
amounts may not be due, leaving the 
final amount due on the entire claim 
— to final negotiation or determina- 
on. 

(c) No such partial settlement. shall 
impair the right of recovery by the Gov- 
ernment from the contractor of the 
amount of any claim or offset, whether 
or not it was in existence at the time of 
such partial settlement or any payment 
thereunder, or the right of the Govern- 
ment to recover excessive profits pur- 
a to the Renegotiation Act. [JTR 
565.2] 


§ 845.566 Negotiation of settlement. 
Negotiation of settlement is discussed in 
the following sections. [JTR 566] 


§ 845.566-1 General authority under 
cost-plus-a-fized-fee contracts. In set- 
tling a terminated cost-plus-a-fixed-fee 
prime contract or subcontract, the con- 
tracting officer or prime contractor may 
negotiate a settlement with the contrac- 
tor covering all or any part of the fol- 
lowing: 

(a) Costs, including manufacturing, 
general and administrative overhead 
costs, which the contractor incurred 
under the contract before the effective 
date of termination and for which he 
has nct been reimbursed, except any cost 
which is the subject of a General Ac- 
counting Office suspension cleared by 
deduction; 

(b) Settlements with subcontractors; 

(c) Allowable post-termination ex- 


lg penses; 


(d) Adjustment of the fixed fee. 


For the purpose of this section, progress 
or partial payments shall not be con- 
sidered to constitute reimbursement of 


any costs. [JTR 566.1] 
§ 845.566-2 Negotiation of other 
items. (a) Whenever so authorized by 


the Readjustment Division, ASF, or the 
Industrial Readjustment Branch, OP&M, 
the contracting officer or prime contrac- 
tor may include in the negotiated settle- 
ment any item of cost: 

(1) For which the contractor has been 
reimbursed, including those which are 
the subject of a General Accounting Of- 
fice suspension cleared by deduction or 
remaining uncleared, or 

(2) Which the contractor claims in 
addition to those specified in § 845.- 
566-1, or 

(3) Which is related to the continued 
portion of a partially terminated con- 
tract permitted to be settled by negotia- 
tion under § 845.561-3. 

(b) The chief of a service or bureau 
may request such authority whenever he 
considers that the inclusion of such items 
in the negotiation will expedite settle- 
ment of the contract. With his request, 
the chief of the service or bureau will 
submit his recommendations and a state- 


ve 


13366 FEDERAL REGISTER, Friday, November 10, 1944 


ment of the facts sufficiently complete 
to permit full consideration of the re- 
quest. [JTR 566.2] 


§ 845.566-3 Procedure for negotia- 
tion. (a) The negotiation of a settle- 
ment under a terminated cost-plus-a- 
fixed-fee prime contract or subcontract 
will be conducted in substantially the 
same manner as under a terminated 
fixed-price war contract. 

(b) In negotiating or determining 
overhead allowances in connection with 
the termination settlement, the con- 
tracting officer should recognize that the 
same factors may affect other prime con- 
tracts with the same contractor per- 
formed in the same period. Accordingly, 
so far as practicable, he should attempt 
to cooperate with personnel of all inter- 
ested Government agencies in ascertain- 
ing overhead allowances. [JTR 566.3] 


§ 845.566-4 Adjustment of fired fee. 
(a) The fee under a terminated cost- 
plus-a-fixed-fee war contract should be 
adjusted on the basis of the percentage 
of completion or other basis prescribed 
by the contract.. In doing so the follow- 
ing factors will be considered to the ex- 
tent relevant: 

(1) The ratio of the costs already in- 
curred to the probable cost of completing 
the contract; 

(2) The extent to which costs already 
incurred represent only the purchase of 
raw materials and standard parts and 
supplies; 

(3) The ratio of completed units to 
the total units called for by the contract; 

(4) The character and quality of the 
work done and the work terminated and 
the extent to which the war contractor 
has done engineering work, production 
scheduling, planning, technical study 
and supervision and other service re- 
quiring special skill and knowledge; 

(5) The extent to which the contrac- 
tor has arranged and supervised a pro- 
gram of subcontracting in performing 
the contract; 

(6) The work done by the contractor 
in terminating the contract, in settling 
claims of subcontractors and in dispos- 
ing of termination inventories; 

(7) Other relevant factors applicable 
to the particular case. 

(b) Wherever possible, the adjustment 
in the fixed fee should be made by agree- 
ment as a part of the lump-sum settle- 
ment. 

(c) Where appropriate, the contract- 
ing officer will make a finding as to the 
portion of the work under the contract 
actually completed by the contractor, 
and will retain the finding with the rec- 
ords of the settlement. ([JTR 566.4] 


§ 845.567 Submission of vouchers for 
payment, Submission of vouchers for 
payment is set forth in the following sec- 
tion. 567] 


§ 845.567-1 When vouchers used. 
After the procedure described in this 
subpart is in effect, Form 1034 vouchers 
will be used only (a) for payment of the 
amount due to the war contractor on his 
termination claim under a final nego- 
tiated settlement, or final determination 
of the contracting officer, or (b) for each 


partial payment to the war contractor 
under-Part 843, or (c) for any payment 
under a partial negotiated settlement or 
partial determination by the contract- 
ing officer. [JTR 567.1] 


§ 845.567-2 Voucher for final settle- 
ment. Any voucher for a final settle- 
ment submitted to the disbursing officer 
will be supported only by the final settle- 
ment agreement or the final determina- 
tion of the contracting officer, and ap- 
propriate evidence showing that the pro- 
visions of the agreement or determina- 
A have been complied with. [JTR 

67.2) 


§ 845.567-3 Voucher for partial pay- 
ments. Any voucher for a partial pay- 
ment will be supported by the certifi- 
cates described if Part 843 for such 
payments and, in the case of controlled 
partial payments, by the supplemental 
agreement prescribed in that part. 
[JTR 567.3] 


§ 845.567-4 Voucher for partial set- 
tlement. Any voucher for a partial set- 
tlement submitted to the disbursing of- 
ficer will be supported only by the par- 
tial settlement agreement described in 
§ 845.565-2 or the partial determination 
of the contracting officer. [JTR 567.4] 


§ 845.568 Settlement by determina- 
tion. Where the termination claim un- 
der a cost-plus-a-fixed-fee war contract 
cannot be settled by negotiation, the 
amount payable to the war contractor 
will be determined in accordance with 
the provisions of the contract, using the 
procedures for a formula settlement un- 
der a fixed-price supply contract insofar 
as applicable (§847.750 and following). 
For this purpose the war contractor will 
use partial proposal forms to present un- 
reimbursed costs for the consideration of 
the contracting officer. The contracting 
officer will have these forms reviewed in 


* accordance with § 845.564, together with 


such other evidence and data as the con- 
tractor may present to him, or as he may 
require as a basis for his findings. [JTR 
568] 

SUBPART G—INTEREST 


§ 845.570 Scope. This subpart sets 
forth the methods of computing interest 
on termination claims of prime con- 
tractors and subcontractors pursuant to 
section 6 (f) of the act. [JTR 570] 


§ 845.571 Principles for computing in- 
terest on termination claims. The prin- 
ciples for computing interest on termi- 
nation claims are discussed in the fol- 
lowing sections. [JTR 571] 


§ 845.571-1 Statutory provision. Sec- 
tion 6 (f) of the act provides for allowing 
interest on the amount due and unpaid 
from time to time on any termination 
claim at the rate of 2% per cent per an- 
num with certain exeeptions stated in 
§§ 845.571-4 and 845.571-5. ([JTR 571.1] 


§ 845.571-2 Date fixed for termina- 
tion. For the purpose of computing in- 
terest, the term “the date fixed for ter- 
mination” means the date upon which 
the notice of termination first requires 
the contractor (a) to reduce or stop de- 
liveries under his contract or, (b) if no 
deliveries are being made or are called 


for under the contract, to reduce or stop 
performance under the contract. [JTR 
571.2] 


§ 845.571-3 Determining amount due, 
The amount due and unpaid from time 
to time on the claim shall be determined 
as follows: 

(a) The net amount determined to be 
due on the claim, after deducting al] 
credits for retention or disposal of termi- 
nation inventory and amounts paid or 
payable to subcontractors, shall be 
treated as due 30 days after the date 
fixed for termination, 

(b) Amounts paid in settling termina- 
tion claims of subcontractors shall be 
added as of the date on which the war 
contractor pays them, if he does so be- 
fore his own claim is settled. 

(c) Advance or partial payments on 
the claim shall be applied to reduce the 
amount due as of the date of their pay- 
ment to the contractor. [JTR 571.3] 


§ 845.571-4 Interest period. Interest 
shall be computed for a period beginning 
on 21 July, 1944 or thirty days after the 
date fixed for termination, whichever 
date is later, and ending with the date 
of final payment to the war contractor, 
with the following exceptions: 

(a) If the war contractor unreason- 
ably delays settlement of his claim, in- 
terest shall not accrue for the period of 
such delay. Ordinarily, a period of 60 
days is considered reasonable for the 
submission of the claim, and a longer 
period is considered an unreasonable de- 
lay, unless the contracting officer deter- 
mines otherwise. 

(b) If the war contractor appeals or 
sues after a formula settlement, interest 
does not accrue after thirty days from 
the delivery of the findings, unless the 
amount allowed by the findings is in- 
9 upon the appeal or suit. (JTR 


§ 845.571-5 Deduction of waived in- 
terest. Where interest on any advance 
payment or loan made or guaranteed by 
the Government has been waived for the 
benefit of the war contractor for any pe- 
riod after termination, the amount of in- 
terest so waived, which is allocable to"the 
terminated contract for the period after 
21 July 1944 or after the date fixed for 
termination, whichever is later, shall be 
deducted from the interest otherwise 
Payable on the termination claim. 
([JTR 571.5] 


§ 845.572 Methods of providing for 
interest in settlement. Methods of pro- 
viding for interest in settlement of 
claims are described in the sections be- 
low. [JTR 572] 


§ 845.572-1 General. The settlement 
agreement will include in the amount 
payable under the agreement the inter- 
est payable hereunder in accordance — 
with §§ 845.572-2 or 845.572-3. In either 
case disputes as to the computation of 
interest may be settled by agreement. 
The settlement agreement will release 
all other claims of the contractor for 
aero on the termination claim. [JTR 
672.1] 


§ 845.572-2 Allowance for interest 
based on estimated date of payment. 
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The settlement agreement may include 
an allowance for interest on the claim 
computed substantially in accordance 
with the principles prescribed in § 845.- 
571, and based upon the estimate of the 
parties as to the date of final payment, 
whenever (a) the settlement is $10,000 
or less, after deducting disposal credits 
but including subcontract settlements, or 
(b) the settlement exceeds $10,000, but 
the estimated date of final payment is 
not more than twenty days after the date 
of settlement. [JTR 572.2] 


§ 845.572-3 Interest at a daily rate 
after settlement. Unless interest is pro- 
vided for in accordance with § 845.572-2, 
the settlement agreement shall provide 
for the total interest to the date of set- 
tlement and an amount of interest per 
day thereafter until final payment, 
(JTR 572.3] 


§ 845.572-4 Submission of claim for 
interest. Where the termination claim 
exceeds $10,000, the war contractor 
should submit his claim for interest, 
with a supporting statement showing the 
methods of computation, when the other 
amounts payable on the claim have been 
finally settled. Whether the method au- 
thorized by §§ 845.572-2 or 845.572-3 is 
to be used, this statement should show 
the total sum for interest to the date of 
settlement and the amount of interest 
payable per day from the date of settle- 
ment until the date of final payment. 
[JTR 572.4] 


§ 845.572-5 Review of computation, 
The war contractor or contracting offi- 
cer settling any claim will make such 
check of the computation of interest sub- 
mitted to him as he deems necessary un- 
der the circumstances. [JTR 572.5] 


§ 845.573 Treatment of interest pay- 
able on subcontract claims in settling 
higher tier claims, Treatment of inter- 
est payable on subcontract claims in set- 
tling higher tier claims is discussed in the 
following sections. [JTR 573] 


§ 845.573-1 Where the subcontract 
claim has been paid. Where a war con- 
tractor has paid any subcontract settle- 
ment before his own claim is settled, any 
interest he paid on the settlement should 
he treated as a part of his cost of settling 
that subcontract claim for the purpose of 
Settling his own claim and for computing 
interest thereon. ([JTR 573.1] 


§ 845.573-2 Where the subcontract 
Claim is unpaid and interest is based on 
an estimated date of payment, Where 
any subcontract settlement provides for 
interest based upon an estimated date 
of payment and the war contractor liable 
has not paid the claim before his own 
Claim is settled, the interest should be 
treated as part of the cost of settling the 
Subcontract claim for the purpose of set- 
tling the claim of such war contractor. 
In computing interest on such war con- 
tractor’s claim, the subcontract claim 
Should be excluded in accordance with 
§ 845.571-3. [JTR 573.2] 


§ 845.573-3 Where the subcontract 
Claim is unpaid and interest is payable 


at a daily rate after settlement. (a) 
Where a subcontract settlement provides 
for interest at a daily rate until payment 
and the war contractor liable has not 
paid the-claim at the date his own claim 
is settled, the amount of interest accrued 
on the subcontract claim to the date of 
his own settlement should be treated as 
a part of the cost of settling that claim 
for the purpose of settling his own claim. 
In computing interest on the war con- 
tractor’s claim, the subcontract claim 
should be excluded in ac@ordance with 
§ 845.571-3. 

-(b) In fixing the total amount pay- 
able to him per day from the date of his 
settlement until final payment, the war 
contractor should add to the amount 
payable per day as interest on his own 
claim, the amount payable by him per 
day to the subcontractor. In this way 
he will receive interest on the amount 
of his own claim for that period, and 
will be reimbursed for the interest ac- 
cruing against him upon the claim of 
the subcontractor. [JTR 573.3] 


§ 845.574 Payment by disbursing offi- 
cer. (a) Where any settlement agree- 
ment provides for an amount of interest 
per day from the date of settlement to 
the date of payment, the voucher or in- 
voice for the amount of settlement 
should state the amount due per day 
from the specified date, leaving the total 
amount to be computed by the disbursing 
officer. 

(b) In such cases, the disbursing offi- 
cer will compute the amount due for in- 
terest under the agreement from the 
date of settlement to the date he sends 
the check to the war contractor, and will 
enter the amount on the voucher, and 
include the total sum in the check, 
[JTR 574] 


SUBPART H—SETTLEMENT REVIEW BOARDS 


§ 845.580 Scope. This subpart deals 
with the review of settlement agree- 
ments by settlement review boards with- 
in the departments. [JTR 580] 


§ 845.581 Creation of settlement re- 
view boards. The chief of each service 
or bureau shall establish one or more 
settlement review boards. Each board 
shall be composed of at least three re- 
sponsible officers or civilian employees of 
the War or Navy Department. So far as 
practicable, in view of the volume of 
cases and the availability of qualified 
personnel, such a board should be estab- 
lished in each office authorized to nego- 
tiate final settlements. The duties of 
such boards may be assigned to the 
members of any boards or sections al- 
ready in existence or charged with other 
duties. No person shall serve as a mem- 
ber of the settlement review board in 
reviewing a settlement in which he par- 
ticipated. [JTR 581] 


§ 845.582 Duty of board to review set- 
tlements. The duty of the board to re- 
view settlements is discussed in the fol- 
lowing sections. [JTR 582] 


§ 845.582-1 Settlements required to 
be reviewed. The settlement review 
board will examine, before its approval 
or execution by the contracting officer, 
each proposed settlement made by the 
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Government or made by’any war con- 
tractor with his subcontractor: 

(a) Which provides for payment to 
any prime contractor or to any subcon- 
tractor of an amount in excess of $25,000, 
computed in accordance with § 841.122; 


or 

(b) Which adjusts the fixed-fee upon 
the complete or partial termination of a 
cost-plus-a-fixed-fee prime contract or 
subcontract where the estimated cost of 
the terminated portion exceeds $50,000; 
or 

(c) Which does not require review un- 
der paragraph (a) or (b), but which the 
chief of a service or bureau requires to 
be submitted for review by the board. 
{JTR 582.1] 


§ 845.582-2 Optional review. Any 
contracting officer, in his discretion, may 
submit to the board any proposed set- 
tlement or mattér in connection there- 
with at any time and generally should 
submit any novel or special problem 
upon which he desires the advice of the 
board. [JTR 582.2] 


§ 845.582-3 Settlements and agree- 
ments not subject to review. (a) Unless 
the chief of a service or bureau pre- 
scribes otherwise, the contracting officer 
may make partial payments under Part 
843 without obtaining the approval of 
the review board. 

(b) The settlement review board will 
rely on and will not review any action 
of a disposal board with respect to any 
disposition of termination inventory, 
but may consider the allocability of such 
inventory to the termination claim. 

(c) Where costs under a terminated 
cost-plus-a-fixed-fee contract are not 
settled by negotiation but are reimbursed 
in the usual manner, they are not sub- 
ject to review by the settlement review 
board. [JTR 582.3] 


~§$ 845.583 Scope of review by board. 
(a) The sole function of the settlement 
review board is to determine the over- 
all reasonableness of the proposed set- 
tlement from the standpoint of protect- 
ing the Government’s interest. The 
board is not intended to examine in de- 
tail every element entering into the de- 
termination of the amount to be paid. In 
order to determine, however, that nego- 
tiations have been conducted com- 
petently and in the light of adequate in- 
formation, it will frequently be appro- 
priate for the board to inquire into 
specific selected items of the proposed 
settlement. 

(b) The board may vary the scope and 
intensity of the review according to the 
reliability of the contractor, the size and 
complexity of the proposed settlement, 
and any other relevant factors. When- 
ever review is required for subcontract 
settlements involving $25,000 or less, the 
board may, and generally should, limit 
its review to an inquiry as to whether the 
prime contractor or any intermediate 
subcontractor adequately examined the 
claim and whether it is reasonable to 
rely on the examination so made. 

(c) Where the adjustment of the 
fixed-fee under a terminated cost-plus- 
a-fixed-fee war contract made pursuant 
to a contract formula and not by nego- 


13368 FEDERAL REGISTER, Friday, November 10, 1944 


tiated agreemeny is submitted for review, 
the function of the board in reviewing 
the adjustment will be to advise the con- 
tracting officer with respect to its reason- 
ableness. 

(d) The board may act upon records 
submitted by the contracting officer or 
may require the submission of additional 
information ([JTR 583] 


§ 845.584 Effect of action by review 
board. The effect of action by the re- 
view board is discussed in the follow- 
ing sections. [JTR 584] 


§ 845.584-1 Action by the board. The 
review board will submit to the con- 
tracting officer a written recommenda- 
tion with respect to each proposed settle- 
ment or other matter considered by the 
board. The review board must act 
promptly on all matters submitted for its 
consideration or approval. Under sec- 
tion 6 (c) of the act, failure of any re- 
view board to act upon any settlement 
within thirty days after its submission 
to the board operates as approval by the 
board. [JTR 584.1] 


§ 845.584-2 Necessity for further ap- 
proval. (a) If the review board dis- 
approves any proposed settlement, the 
contracting officer shall not execute it 
or approve it unless the head of the of- 
fice in which the board is established ap- 
proves the settlement. 

(b) Where the proposed settlement 
exceeds $500,000 in amount, or such 
lesser amount as the chief of the service 
or bureau may prescribe, the contract- 
ing officer shall submit it, after approval 
by the review board, (1) in the War De- 
partment, to such higher authority as 
the chief of the service may prescribe, 
or (2) in the Navy Department, to the 
chief of the bureau, acting personally. 
The contracting officer shall not execute 
or approve the settlement until its ap- 
proval by such authority. 

(c) Except as provided in this sec- 
tion, the contracting officer may exe- 
cute or approve the settlement agree- 
ment upon its approval by the review 
board. [JTR 584.2] 


Part 846—SETTLEMENTS OF SUBCONTRACT 
CLAIMS 


Sec. 
846.600 Scope of part. 


SUBPART A—OBLIGATION OF WAR CONTRACTOR TO 
SETTLE SUBCONTRACTORS’ CLAIMS 


846.610 Scope. 

846.611 Rights of subcontractors against 
Government. 

846.612 Duty of prime contractor to settle 
termination claims of subcon- 
tractors. 

846.612-1 Under fixed-price contracts. 

846.612-2 Under cost-plus-a-fixed-fee con- 
tracts. 

846.613 Inability of prime contractor to 
settle subcontract claims. 

846.613-1 Exclusion from settlement. 

846.613-2 Assumption by Government, 

846.613-3 Terms of assumption. 

846.613-4 Application to subcontracts in 
lower tiers. 

846.614 Assignment of rights under sub- 
contracts. ‘ 

846.614-1 Obligation to assign under uni- 
form fixed-price contract ar- 
ticles, 


Sec. 
846.614-2 Obligation to assign under other 
articles. 


846,614-3 When assignments to be required. 


SUBPART B-——-BASES OF SETTLEMENT OF SUB- 


CONTRACTS 
846.620 Scope. 
846.621 Approved subcontract termination 
article. 


846.622 Use of approved subcontract ter- 
mination article. 

846.622-1 Original subcontracts, 

846.6222 Amendments of subcontracts to 
insert approved termination ar- 
ticle. 

846.623 General procedures for settle- 
ment. 

846.624 Settlement of subcontracts with- 
out approved article. 

846.624-1 General rule. 

846.624-2' Special cases. 

846.625 Settlement of subcontract claims 
without.agreement. 

846.625-1 Recognition of judgments of sub- 
contractors against war con- 
tractors. 

846.625-2 Recognition of arbitration awards, 

846.625-3 Decision by appeal board. 

846.626 Termination inventory of subcon- 
tractor. 


SUBPART C-—-REVIEW OF SUBCONTRACT SETTLE= 
MENT PROPOSALS BY WAR CONTRACTORS 


846.630 Scope. 

846.631 - Responsibility of subcontractors: 
presenting claims. 

846.632 Duty of war contractor to review 
settlement proposals of subcon- 
tractors. 

846.633 Methods of review by contractors, 

846.633-1 Office review. 

846.633-2 Responsibility for examination be- 
yond office review. 

846.633-3 Types of examination beyond of- 
fice review. 

846.634 Reports of reviews. 


SUBPART D—REVIEW OF SUBCONTRACT SETTLE- 
MENTS BY GOVERNMENT PERSONNEL 


846.640 Scope. , 

846.641 Provisions for approval. 

846.641-1 Statutory provisions. 

846.641-2 Prime contract provisions. 

846.642 Authority of war contractors to 
make final subcontract settle- 
ments of $10,000 or less without 
approval. 

846.642-1 Policy. 

846.642-2 Granting of authority. 

846.642-3 Extent of authority. 

846.642-4 Consolidation of claims. 

846.642-5 Recognition of authorized settle- 
ments, 

846.642-6 Selective review. 

846.642-7 Revocation of authority. 

846.643 Authority of war contractors to 
make final subcontract settle- 
ments under $1,000 without ap- 
proval. 

846.643-1 Authority. 

846.643-2 Revocation. 

846.644 When subcontract settlements to 
be reviewed and approved. 

846.644-1 Mandatory review. 

846.644-2 Selection of subcontract settle- 
ments for review and approval, 

846.644-3 Optional submission for approval. 

846.644-4 Selection and ‘approval of subcon- 
tract settlements by Navy mate- 
rial inspector. 

846.645 Method of submitting subcontract 
settlement for approval. 

846.645-1 General procedure. 

846.645-2 Navy procedure for submitting. 
subcontract settlement pro- 
posals and settlements. 

846.646 Standards for approval of sub- 
contract settlements. 


Sec. 

846.647 Subcontract settlements not sub- 
mitted for approval. 

846.648 Finality of subcontract settle. 
ment. 


SUBPART E—PROTECTION OF SUBCONTRACTORS 


846.650 Scope. 

846.651 Supervision of payments to prime 
contractor for subcontractors, 

846.651-1 Statutory provisions. 

846.651-2 When duty to supervise arises, 

846.651-3 Methods of supervision. 

846.652 Supplemental payments to sub- 
contractors. 

846.652-1 Statutory provision. 

846.652-2 Request for authority to make 
supplemental payments. 


SUBPART F-——DIRECT SETTLEMENT OF SUBCON- 
TRACTS BY GOVERNMENT 


846.660 Scope. 

846.661 Authority to settle subcontract 
claims directly under contract 
provisions therefor. 

846.662 Authority to settle subcontract 
claims directly where no con- 
tract provisions therefor, 

846.662-1 Statutory provisions. 

846.662—-2 When authorized. 

846.662-3 Other cases. 

846.662-4 Use of authority. 

846.663 Procedures in making direct set- 
tlement with subcontractors. 

846.663-1 General. 

846.663-2 Acceptance of responsibility for 
direct settlement. 

846.663-3 Release or assignment of claim. 

846.663-4 Payment under direct settlement, 

846.667 Authority to make direct pay- 
ments to subcontractors. 

846.667-1 Distinction between settlement 
and payment. 

846.667-2 When direct payments authorized. 

846.668 Right of government to withhold 
for unsettled subcontracts. 


§ 846.600 Scope of part. This part 
deals with policies and procedures par- 
ticularly applicable to settlements with 
subcontractors and the next part with 
those particularly applicable to settle- 
ments with prime contractors. Part 845 
covers the policies and procedures which 
apply generally to settlements with both 
subcontractors and prime contractors. 
[JTR 600] 


SUBPART A—OBLIGATION OF WAR CONTRAC- 
TOR TO SETTLE SUBCONTRACTORS’ CLAIMS 


§$ 846.610 Scope. This subpart dis- 
cusses the obligation of the prime con- 
tractor and of each intermediate sub- 
contractor to settle the claims of his sub- 
contractors, and the procedure when he 
is unable to settle. [JTR 610] 


§ 846.611 Rights of subcontractors 
against Government. Under the uni- 
form termination article for fixed-price 
supply prime contracts, and earlier sim- 
ilar articles, subcontractors have no con- 
tractual rights directly against the Gov- 
ernment upon the termination of 4 
prime contract. The rights of such sub- 
contractors are against the prime con- 
tractor or intermediate subcontractor 
who is directly obligated to them on the 
subcontract which they hold. The exX- 
tent of these rights will depend upon the 
terms of the subcontract in question. AS 
explained in § 846.660 and following, 
however, the Government in its discre- 
tion may_undertake to settle the claims 
of subcontractors directly. [JTR 611] 
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§ 846.612 Duty of prime contractor to 
settle termination claims of subcontrac- 
tors. The duty of prime contractor to 
settle termination claims of subcontrac- 
tors is discussed in the following sec- 
tions. [JTR 612] 


§ 846.612-1 Under fixed-price con- 
tracts. Upon termination of a fixed- 
price prime contract, the prime contrac- 
tor and each subcontractor is responsi- 
ble for settling the termination claims of 
his immediate subcontractors, subject to 
the approval of the contracting officer, 
when required, [JTR 612.1] 


§ 846.612-2 Under cost-plus-a-fized- 
fee contracts. (a) Many cost-plus-a- 
fixed-fee contracts contain a termina- 
tion article providing expressly that the 
prime contractor must settle the termi- 
nation claims of his subcontractors. The 
uniform termination article for cost- 
plus-a-fixed-fee contracts contains this 
provision. Under terminated contracts 
containing an article of this type, the 
prime contractor is required to settle 
with his subcontractors, 

(b) Under the termination article in 
some cost-plus-a-fixed-fee prime con- 
tracts, the Government agrees to assume 
the obligations of the prime contractor 
upon termination. In terminating such 
contracts, the contracting officer will 
make every effort to obtain the full co- 
operation of the prime contractor in set- 
tling such obligations. The prime con- 
tractor remains liable upon his subcon- 
tracts and other obligations, and is un- 
der a duty to lend all reasonable assist- 
ance in their settlement. The policy of 
the War and Navy Departments is to en- 
courage the prime contractor to settle 
the termination claims of subcontractors 
in order to expedite payments to them. 

(c) Upon termination of a contract 
containing either type of article, the 
prime contractor will take steps prompt- 
ly to obtain settlement proposals for any 
terminated fixed-price subcontracts. In 
the case of cost-plus-a-fixed-fee subcon- 
tracts, the prime contractor will obtain 
the accounting data and vouchers neces- 
sary to permit (1) the negotiation of a 
settlement of such contract, or (2) final 
determination and payment of the reim- 
bursable costs under such subcontract. 
and any necessary adjustment of the 
fixed-fee thereunder, [JTR 612.2] 


§ 846.613 Inability of prime contrac- 
~ tor to settle subcontract claims. The in- 
ability of prime contractor to settle sub- 
contract claims is discussed in the fol- 
lowing sections. [JTR 613] 


846.613-1 Exclusion from settle- 
ment. Where the prime contractor can- 
hot settle one or more terminated sub- 
Contracts on a fair basis which the con- 
tracting officer will approve (where his 
approval is required), the Government 
and the prime contractor may agree to 
exclude the amounts due to such subcon- 
tractors from the negotiated settlement, 
and to leave to later determination the 
amount due with respect to such subcon- 
tracts. [JTR 613.1] 


§ 846.613-2 Assumption by Govern- 
ment. In appropriate cases, with the 
Written approval of the head of the pro- 


curement office or bureau administering 
the settlement, acting personally or 
through a representative designated for 
the purpose, the Government in the set- 
tlement agreement with the prime con- 
tractor may assume and agree to pay the 
obligation of the prime contractor with 
respect to such unsettled subcontracts, 
so far as related to the terminated por- 
tion of the prime contract. [JTR 613.2] 


§ 846.613-3 Terms of assumption. 
Where the Government assumes the obli- 
gation of the prime contractor on any 
subcontract claim, the agreement shall 
provide that the amount to be paid 
under such assumption of liability shall 
not exceed a stated amount and, where 
appropriate, shall contain an assignment 
of all rights of the prime contractor re- 
lating to such obligation. This amount 
will be fixed at a figure sufficiently low 
so that the total payments under the 
terminated prime contract will not ex- 
ceed any maximum limit set for pay- 
ments under the applicable termination 
article or this subchapter. In such cases, 
the settlement agreement shall also in- 
clude suitable provisions requiring the 
contractor (a) to give prompt notice to 
the contracting officer of the commence- 
ment of any litigation with respect to 
the obligation, and (b) to permit the 
Government to assume the defense of 
such litigation as a condition of the Gov- 
ernment’s liability. [JTR 613.3] 


§ 846.613-4 Application to subcon- 
tracts in lower tiers. Where a subcon- 
tractor of any tier cannot settle with 
one or more of his subcontractors in the 
next tier below him, arrangements simi- 
lar to those described in §§ 846.613-1 to 
846.613-3 may be made, with the written 
consent of the prime contractor and of 
all intervening subcontractors. 
613.4] 


§ 846.614 Assignment of rights under 
subcontracts. The assignment of rights 
under subcontracts is discussed in the 
following sections. [JTR 614] 


§ 846.614-1 Obligation to assign 
under uniform fixed-price contract 
articles. (a) Paragraph (b) (4) of the 
uniform fixed price termination article 
provides that the prime contractor shall 
assign to the Government, in the manner 
and to the extent directed by the con- 
tracting officer, all the right, title and 
interest of the prime contractor under 
the subcontracts terminated by reason 
of their relationship to the work termi- 
nated by the termination notice. 

(b) This provision was designed to 
assure the Government’s right to require 
the transfer to it of the property and 
rights under the subcontract acquired 
by the prime contractor from his sub- 
contractors through payments for which 
the prime contractor is reimbursed by 
the Government. Accordingly, para- 
graph (b) (4) is not to be construed as 
requiring transfer to the Government of 
other rights of the prime contractor 
against the subcontractor (such as set- 
offs or counterclaims) for which no Gov- 
ernment reimbursement is made to the 
prime contractor. 

(c) In this connection it was recog- 
nized in the preparation of the uniform 
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article that uniform provisions could not 
be drawn which would provide ade- 
quately in all cases for the disposition of 
patent rights involved in prime contracts 
or subcontracts, and the article is not 
intended to forbid the inclusion in con- 
tracts.of separate provisions covering 
the disposition of such rights on termi- 
nation. [(JTR 614.1] 


$ 846.614-2 Obligation to assign under 
other articles. Most current or earlier 
approved termination articles contain a 
similar provision requiring the prime 
contractor, at the direction of the con- 
tracting officer, to transfer to the Gov- 
ernment his rights and benefits under 
terminated subcontracts as a part of the 
termination settlement. [JTR 614.2] 


§ 846.614-3 When assignments to be 
required. Ordinarily the contracting 
officer will not require the prime con- 
tractor to assign rights under terminated 
subcontracts to the Government unless 
the contracting officer considers that the 
Government will obtain some pecuniary 
or administrative advantage from such 
assignment and specifically directs the 
contractor tomakeit. [JTR 614.3] 


SUBPART B—BASES OF SETTLEMENT OF 
SUBCONTRACTS 


§ 846.620 Scope. This subpart deals 
with the use of the approved fixed-price 
subcontract termination article as a basis 
for settlement, and also discusses the 
basis for settling terminated subcon- 
tracts which do not contain this article. 
The general bases for settling both prime 
contracts and subcontracts are discussed 
in Part 845. ([JTR 620] 


§ 846.621 Approved subcontract ter- 
mination article. (a) The approved 
subcontract termination article is set out 
in § 849.936. This article provides fair 
compensation for termination in accord- 
ance with the act. The settlement of 
subcontracts will be greatly facilitated by 
the use of this subcontract article in first 
tier or more remote fixed-price subcon- 
tracts for the manufacture of supplies. 
When this article is employed, the term 
“recognized commercial accounting 
practices”, as used in the article, will be 
considered as equivalent to the State- 
ment of Principles for Determination of 
Costs upon Termination of Government 
Fixed-Price Supply Contracts (§ 845.551). 

(b) Governmental policies applicable 
to the uniform prime contract termina- 
tion article will also be recognized as 
applying to the subcontract article. 
These include the policy against reim- 
bursing contractors at the contract rate 
on termination for completed undeliv- 
ered articles which represent unreason- 
able anticipation of production sched- 
ules (see §§ 842.252 and 845.541-1), and 
the policy against taking advantage of 
technical defaults when the real reason 
for termination is the termination of a 
prime contract by the Government (see 
§ 842.215). 

(c) For the sake of brevity, the ap- 
proved subcontract article omits certain 
provisions of the uniform fixed-price ter- 
mination article for prime contracts. 
Any war contractor may incorporate any 
of these omitted provisions in particular 
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subcontracts for which they are appro- 
priate. 

(d) If the parties so desire, they may 
substitute for the first sentence of para- 
graph (a) of the approved subcontract 
article a provision for termination at the 
option of the buyer. Likewise, in para- 
graph (b) (2) (ii) of the article, they 
may reduce the figure of 2 per cent or 
may change the figure of 8 per cent to 
figures which are fair and reasonable 
under the circumstances of the particu- 
lar subcontract; but the overall limit of 
6 per cent must not be increased. 
(JTR 621) 


§ 846.622 Use of approved subcon- 
tract termination article. The use of 
approved subcontract termination arti- 
cle is discussed in the following sections. 
(JTR 622] 


§ 846.622-1 Original subcontracts. 
At the time of making any fixed-price 
subcontract for the manufacture of sup- 
plies, any prime contractor or subcon- 
tractor may insert in it the approved 
subcontract termination article (§ 
849.936), if it is appropriate. Where 
any subcontract is a requirement or open 
end contract, the article should be made 
to apply only to termination before the 
purchase of any minimum quantity con- 
tracted for, or to a termination of a firm 
order issued under the subcontract. 
(JTR 622.1) 


§ 846.622-2 Amendments of subcon- 
tracts to insert approved termination 
article. The approved subcontract ter- 
mination article (§ 849.936) may be in- 
serted by amendment at any time in any 
fixed-price subcontract for the manu- 
facture of supplies for which it is appro- 
priate. [JTR 622.2] 


§ 846.623 General procedures for set- 


tlement. In settling subcontract claims, 
war contractors will follow the princi- 
ples and policies stated in Part 845 of 
this subchapter. In negotiating settle- 
ments of termination claims of subcon- 
tractors, the provisions of § 845.520 and 
following and § 845.530 and following 
apply to fixed-price subcontracts, and 
the provisions of § 845.560 and following 
applying to cost-plus-a-fixed fee subcon- 
tracts. So far as practicable, the con- 
tracting officer should make certain that 
the prime contractor and subcontractors 
are familiar with these principles. [JTR 
623] 


§ 846.624 Settlement of subcontracts 
without approved article. The settle- 
ment of subcontracts without the ap- 
proved article is discussed in the follow- 
ing sections. [JTR 624] 


§ 846.624-1 General rule. Where, at 
the time of settlement, a subcontract 
does not contain the approved article, a 
settlement based upon a reasonable esti- 
mate by the parties of the aggregate 
amounts which would be due under sub- 
paragraphs (1), (2) and (3).of para- 
graph (b) of the approved subcontract 
article, will be considered fair and rea- 
sonable. Likewise, any settlement con- 
forming to the principles stated in § 845.- 
530 and following will be considered fair 
and reasonable. [JTR 624.1] * 


§ 846.624-2 Special cases. (a) In 
some instances, because of the terms of 
the particular subcontract being settled, 


the Government will be under an obliga-— 


tion either to make reimbursement for, 
or to assume the defense against, a de- 
mand by a subcontractor which is greater 
in amount than would be recognized by 
the principles stated in § 846.624-1. 

(b) On the submission to the con- 
tracting officer for his approval of a set- 
tlement which provides for the payment 
of such an amount, the contracting of- 
ficer will decide whether the settlement 
should be approved or ratified, or 
whether the Government should protect 
the prime contractor or intermediate 
subcontractor from the asserted liability. 
In general, the contracting officer should 
recognize the settlement where the 
terms of the subcontract were negotiated 
in good faith and do not unreasonably 
increase the rights of the subcontractor. 
[JTR 624.2] 


§ 846.625 Settlement of subcontract 
claims without agreement. The settle- 
ment of subcontract claims without 
agreement is discussed in the following 
sections. [JTR 625] 


§ 846.625-1 Recognition of judgments 
of subcontractors against war contrac- 
tors. (a) Where asubcontractor obtains 
a final judgment against a war contrac- 
tor on a termination claim, the contract- 
ing officer should treat the amount of 
the judgment as the cost of settling the 
claim of the subcontractor, to the extent 
he deems it properly allocable to the 
prime contract, if: 

(1) The subcontract does not contain 
unusual termination provisions unrea- 
sonably increasing the common law 
rights of the subcontractor, and 

(2) The war contractor made reason- 
able efforts to settle with the subcon- 
tractor, and 

(3) The war contractor gave prompt 
notice of the suit to the contracting of- 
ficer and offered the Government control 
of its defense; and diligently defended 
the suit, or assisted the Government to 
defend it. . 

(b) The uniform cost-plus-a-fixed-fee 
prime contract termination article con- 
tains specific provisions to substantially 
the same effect (paragraph (d) (2) (B)). 

(c) Where the foregoing conditions 
are not met, the contracting officer 
should allow the war contractor such 
part of the judgment as he considers a 
fair amount for settling the termination. 
— under the subcontract. [JTR 

25.1] 


§ 846.625-2 Recognition of arbitration 
awards. Where a war contractor and 
his subcontractor submit a termination 
claim to arbitration under general law, 
the contracting officer will recognize the 
amount of the award as the cost of set- 
tling the claim of the subcontractor, to 
the extent he deems it properly allocable 
to the prime contract under the same 
conditions applicable to a judgment un- 
der § 846.625-1. [JTR 625.2] 


§ 846.625-3 Decision by appeal board. 
(a) Section 13 (f) of the act authorizes 


any war contractor and his subcontrac- 
tor, by agreement, to submit any dis- 
pute between them, regarding any ter- 
mination claim, to the Appeal Board 
established under the act. 

(b) The procedure for submitting such 
disputes has not been prescribed by the 
director. 

(c) Under the act, any decision of the 
Appeal Board in such proceedings is final 
and conclusive as to the parties submit- 
ting the dispute and may not be ques- 
tioned by the United States in settling 
any related claim, in the absence of 
fraud or collusion. [JTR 625.3] 


§ 846.626 Termination inventory of 
subcontractor. All termination inven- 
tory of a subcontractor must be account-. 
ed for in accordance with § 844.446. 
[JTR 626] 


SUBPART C—REVIEW OF SUBCONTRACT SET- 
TLEMENT PROPOSALS BY WAR CONTRACTORS 


§ 846.630 Scope. This subpart deals 
with the duty of a war contractor, in set- 
tling with his immediate subcontractors, 
to review their settlement proposals. 
[JTR 630] 


§ 846.631 Responsibility of subcon- 
tractors presenting claims. In submit- 
ting his settlement proposal to the war 
contractor liable to him, a subcontractor 
is under a duty to prepare his proposal 
accurately in accordance with the terms 
of the subcontract. Each war contrac- 
tor should advise his immediate sub- 
contractors that the proposals submitted 
by them may be examined by Govern- 
ment accountants and that the materials 
covered by the subcontracts may be in- 
spected by Government inspectors. This 
puts the subcontractor on notice that his 
claim will be used by the war contractor 
in compiling his own settlement proposal 
for submission, directly or indirectly, to 
the Government. [JTR 631] 


§ 846.632 Duty of war contractor to 
review settlement proposals of subcon- 
tractors. (a) Each war contractor is 
primarily responsible for reviewing or 
examining in an appropriate manner all 
settlement proposals submitted to him by 
his immediate subcontractors. In mak- 
ing such review or examination, the war 
contractor should exercise the same. 
standard of care that a business man 
would employ in the conduct of his own 
affairs. 

(b) The contractor is required to 
examine the claims of his subcontractors 
(except the claims against them by their 
subcontractors) to an extent he consid- 
ers adequate under the circumstances. 
In submitting his own claim, he must cer- 
tify that he has so examined such claims, 
and that the settlements of his subcon- 
tractors’ own charges are fair and rea- 
sonable, are allocable to the terminated 
portion of his contract, were negotiated 
in good faith, and are not more favor- 
able to the subcontractors than he would 
make if reimbursement by the Govern- 
ment were not involved. 

(c) The contractor must also certify 
that he has received from all his imme- 
diate subcontractors certificates with re- 
spect to their claims and that they are 
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substantially in the form of his own cer- 
tificate where the claims are for more 


than $1,000. With respect to the settle-_ 


ments with more remote subcontractors, 
the contractor must certify that he has 
no knowledge leading him to doubt their 
reasonableness or their allocability to his 
contract. 632] 


§ 846.633 Methods of review by con- 
tractors. The methods of review by 
contractors are discussed in the follow- 
ing sections, [JTR 633] 


§ 846.633-1 Office review. (a) Asa 
minimum, each war contractor will have 
qualified personnel make an office review 
of each settlement proposal submitted 
by his immediate subcontractors. This 
review may be made by accounting, engi- 
neering, legal or other qualified person- 
nel, and should include an accounting 
review, where the net amount of the pro- 
posed settlement, after deducting all dis- 
posal credits, is $1,000 or more. 

(b) The reviewing personnel will pre- 
pare a memorandum of each office review 
and upon request by the contracting offi- 
cer will make a copy thereof available to 
Government personnel. [JTR 633.1] 


§ 846.633-2 Responsibility for exam- 
ination beyond office review. Each war 
contractor should determine, in the first 
instance, to what extent he should ex- 
amine any settlement proposal submitted 
by any of his immediate subcontractors, 
beyond the office review. In making this 
decision he should consider: 

(a) The amount and complexity of the 
proposed settlement, 

(b) The report of the office review, 

(c) Available reports of independent 
public accountants, and 

(d) Any information available from 
personnel familiar with the operations 
under the subcontract. (JTR 633.2] 


§ 846.633-3 Types of examination be- 
yond office review. Where the war con- 
tractor determines that the subcontract 
claim should be further examined after 
the office review, he may take the fol- 
lowing types of action, among others: 

(a) The subcontractor may be re- 
quested to submit additional data or ex- 
planations in writing. 

(b) The war contractor may have his 
reviewing personnel visit the subcon- 
tractor’s plant to discuss his claim, with 
such examination of his records as may 
be appropriate. 

(c) An examination may be made by 
Qualified accounting personnel in ac- 
cordance with the procedures outlined in 
the Termination Aecounting Manual.’ 
633.3] 


§ 846.634 Reports of reviews. The 
war contractor settling the claim will re- 
tain in his files a copy of any report by 
reviewing personnel covering any office 
Teview or other examination, together 
With a copy of the subcontractor’s settle- 
ment proposal. He will make these rec- 
ords available to the Government for any 
Subsequent review requested by the con- 
tracting officer, or other authorized Gov- 
etmment personnel. [JTR 634] 

*Filed as part of the original document. 
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SUBPART D—REVIEW OF SUBCONTRACT SET- 
TLEMENTS BY GOVERNMENT PERSONNEL 


§ 846.640 Scope. This subpart dis- 
cusses the obligation of prime contrac- 
tors and intermediate subcontractors to 
submit settlements with their subcon- 
tractors to Government personnel for 
review and approval. [JTR 640] 


§ 846.641 Provisions for approval. 
The provisions for approval are set forth 
in the following sections. [JTR 641] 


§ 846.641-1 Statutory provisions. Sec- 
tion 7 (a) of the act directs the con- 
tracting agencies to limit or omit their 
review of settlements with subcontrac- 
tors to the maximum extent compatible 
with the public interest. It also confers 
on the agencies broad authority to ap- 
prove, ratify and authorize such settle- 
ments, to vary the scope and intensity 
of any review of them, and to authorize 
war contractors to make such settlements 
without review when the agency consid- 
ers such action proper, [JTR 641.1] 


§ 846.641-2 Prime contract provisions. 
Under the uniform fixed-price supply 
article, and certain other articles, the 
prime contractor must settle termination 
claims of subcontractors and must ob- 
tain approval or ratification of the con- 
tracting officer if he so requires. Other 
termination articles do not expressly re- 
quire subcontract settlements to be ap- 
proved by the contracting officer in a 
negotiated settlement. Nevertheless, be- 
cause such articles provide that the 
prime contractor will be reimbursed for 
such of his costs as are “reasonably nec- 
essary”, many prime contractors desire 
approval by contracting officers before 
making subcontract settlements. In ad- 
dition, such articles generally require ap- 
proval by the contracting officer of such 
settlements as a condition of reimbursing 
the prime contractor in a settlement by 
formula. [JTR 641.2] 


§ 846.642 Authority of war contrac- 
tors to make final subcontract settle- 
ments of $10,000 or less without approval. 
The aué#hority of war contractors to 
make final subcontract settlements of 
$10,000 or less without approval is dis- 
cussed in the following sections. [JTR 
642) 


§ 846.642-1 Policy. (a) Under sec- 
tion 7(a) of the act, contracting agen- 
cies are directed to authorize war con- 
tractors to make settlements with sub- 
contractors without review by the con- 
tracting agency whenever the reliability 
of the war contractor, the amount or 
nature of the claims, or other reasons, 
appear to the agency to justify such 
action. 

(b) In order to expedite settlements, 
the authority under the following sec- 
tions will be used to the maximum ex- 
tent practicable. [JTR 642.1] 


§ 846.642-2 Granting of authority. 
(a) Whenever the chief of a service or 
bureau is satisfied that a war contractor 
will make adequate reviews of subcon- 
tractors’ termination claims and pro- 
posals for retention or sale of termina- 
tion inventory, he will authorize the con- 
tractor to make final settlements of his 
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terminated subcontracts in accordance 
with this § 846.642. ‘The authorization 
will follow substantially the form set 
forth in § 849.987-1. 

(b) In granting an authorization 
hereunder, the chief of any service or 
bureau will ascertain from the war con- 
tractor whether he requires authoriza- 
tions from other services or bureaus, and 
will notify such other services or bu- 
reaus by direct communication (1) that 
his service or bureau has granted an 
authorization and (2) that the contrac- 
tor reported a need for an additional 
authorization. 

(c) Any service or bureau may grant 
an authorization hereunder in reliance 
upon the determination made by the 
first service or bureau and without mak- 
ing any independent check as to the 
adequacy of the contractor’s review pro- 
cedures. [JTR 642.2] 


§ 846.642-3 Extent of authority. (a) 
In the absence of unusual circumstances, 
the service or bureau should authorize 
the war contractor to settle any subcon- 
tract terminated by him as a result of 
the termination (1) of any prime con- 
tract held by him with the service or 
bureau, or (2) of any subcontract of any 
tier held by him under a prime contract 
terminated by the service or bureau. 

(b) Under the authorization, the war 
contractor may settle finally any sub- 
contract claim whenever: 

(1) The settlement involves not more 
than $10,000 after deducting amounts 
payable for completed articles or work 
at the contract price but without deduct- 
ing disposal credits or subcontract 
claims; and 

(2) All the termination inventory un- 
der the subcontract, the cost of which is 
included in the claim of the subcontrac- 
tor, is retained by the subcontractor or is 
sold by the war contractor or the sub- 
contractor at the best price obtainable 
(see § 844.432-3) and the value or pro- 
ceeds credited on the settlement, or is 
transferred to the Government with the 
consent of the contracting officer or his 
representative; and 

(3) The settlement bears a certificate 
substantially as set forth in the form of 
authorization (§ 849.987-1). 

(c) The contracting officer should not 
consent to the transfer of termination 
inventory to the Government unless it 
cannot be sold at an acceptable price 
within the period specified in § 844.413. 
In determining what is an acceptable 
price, he should fully consider the ship- 
ping and handling difficulties in deliver- 
ing small amounts of property to the 
Government. 

(d) Where the war contractor is affil- 
iated with any subcontractor, he should 
not settle any claim of that subcontrac- 
tor under the authorization. For this 
purpose, a contractor is considered to be 
affiliated with a subcontractor if they are 
under common control or if there is any 
common interest between them, by rea- 
son of stock ownership or otherwise, 
which is sufficient to create a reasonable 
doubt that the bargaining between them 
is completely at arm’s length. The deci- 
sion of the war contractor as to this ques- 
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tion may be accepted by contracting 
officers of the Government in the absence 
of information to the contrary. [JTR 
642.3] 


§ 846.642-4 Consolidation of claims. 
Any number of separate settlements of 
$10,000 or less may be made with a single 
subcontractor. Claims which would 
normally be included in a single settle- 
ment proposal, such as a series of sepa- 
rate orders for the same item under one 
war contract, must not be divided for the 
purpose of bringing them within the au- 
thorization provided for in this section. 
[JTR 642.4] 


§ 846.642-5 Recognition of author- 
ized settlements. Where a war con- 
tractor settles in good faith with a sub- 
contractor in accordance with an au- 
thorization hereunder, the Government 
will recognize the settlement, including 
credits for retention or disposal of ter- 
mination inventory, as final and conclu- 
sive for the purpose of settling the ter- 
minated prime contract to which the 
subcontract is allocable. Higher tier 
contractors shall also rely on such settle- 
ments. Such settlements are not sub- 
ject to review under § 846.644 or § 845.582, 
642.5] 


§ 846.642-6 Selective review. (a) 
The chief of each service or bureau 
which grants an authorization here- 
under is responsible for making a selec- 
tive review of settlements to determine 
whether the war contractor is making 
adequate reviews and fair settlements 
and whether his authority to settle with- 
out approval should remain in effect. 
To avoid duplication of effort, he may 
designate a single contracting officer or 
other official or office to make the selec- 
tive review for the entire service or 
bureau. 

(b) All contracting officers and Gov- 
ernment personnel engaged in negotiat- 
ing settlements with a war contractor 
holding an authorization should report 
to the appropriate authority of the serv- 
ice or bureau any irregularities or other 
information coming to their attention 
regarding the adequacy of the contrac- 
tor’s review procedures. [JTR 642.6] 


§ 846.642-7 Revocation of authority. 
The chief of a service or bureau may 
revoke any authorization granted by him 
at any time by written notice to the war 
contractor and should do so promptly 
whenever he determines that the con- 
tractor’s review procedures are not ade- 
quate or that improper settlements are 
being made. The revocation of an au- 
thorization shall take effect only from 
the date of receipt of written notice by 
the war contractor. The chief of the 
service or bureau will report each such 
revocation to the Readjustment Division, 
ASF, or the Industrial Readjustment 
Branch, OP&M, in accordance. with 
§ 848.898-1. [JTR 642.7] 


§ 846.643 Authority of war contrac- 
tors to make final subcontract settle- 
ments under $1,000 without approval. 
The authority of war contractors to make 
final subcontract settlements under 
$1,000 without approval is discussed in 
the following sections. [JTR 643] 


§ 846.643-1 Authority. Where a war 
contractor in good faith approves a set- 
tlement proposal properly submitted to 
him on Form la by his immediate sub- 
contractor, the Government will recog- 
nize the settlement, including credits for 
retention or disposal of inventory, as 
final and conclusive for the purpose of 
settling the terminated prime contract, 
to the extent the subcontract is allocable 
to it, unless this authority has been re- 
voked under § 846.643-2. [JTR 643.1] 


§ 846.643-2 Revocation. Whenever, 
by selective checks or from other infor- 
mation, the chief of any service or bureau 
determines that the settlements by any 
war contractor under § 846.643-1 do not 
adequately protect the interests of the 
Government, he may revoke such au- 
thority of the war contractor to settle 
subcontracts under the jurisdiction of 
his service or bureau by so notifying the 
war contractor in writing. Such settle- 
ments made by the war contractor after 
delivery of such notice will be subject 
to review by the Government. The chief 
of the service or bureau will report each 
such revocation to the Readjustment Di- 
vision, ASF, or the Industrial Readjust- 
ment Branch, OP&M, in accordance with 
§ 848.898-1. [JTR 643.2] 


§ 846.644 When subcontract settle- 
ments to be reviewed and approved. 
When subcontract settlements are to be 
reviewed is discussed in the following 
sections. ([JTR 644] 


§ 846.644-1 Mandatory review. The 
contracting officer settling a terminated 
prime contract will require the prime 
contractor to submit to him for approval 
or ratification: | 

(a) Each settlement with a subcon- 


‘tractor in any tier which involves $10,000 


or more (computed in accordance with 
§ 841.122), and 

(b) Such other settlements with sub- 
contractors in any tier as the contracting 


officer may select in accordance with 


§ 846.644-2. [JTR 644.1] 


§ 846.644-2 Selection of subcontract 
settlements for review and appr@pal. (a) 
The contracting officer may require the 
submission to him, for approval or rati- 
fication, of any settlement with any sub- 
contractor in any tier unless made under 
the authority.of §§$ 846.642 or 846.643. 
Ordinarily, however, the contracting 
officer will be able to review and approve 
subcontract settlements involving less 
than $10,000 (computed in accordance 
with § 841.122) only in selected cases, 
In this connection the contracting officer 
will be guided: 

(1) By the necessity for obtaining 
speedy and final settlement as well as 
the protection of the interests of the 
Government, and 

(2) By the policy of the War and Navy 
Departments to rely to a high degree on 
the investigation made by the reviewing 
contractor of the basis for the settle- 
ment. 

(b) From time to time, the contract- 
ing officer should require the submission 
to him, for his approval or ratification, 
of selected subcontract settlements in 
addition to those required to be sub- 
mitted under § 846.644-1 (a) above. The 
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contracting officer should make such se. 
lections in such manner as: 

(1) To satisfy himself, by reviewing q 
reasonable number of their settlements, 
that the general procedures and person. 
nel employed by any war contractor ne. 
gotiating settlements in relatively large 
amounts are adequate to protect the in- 
terest of the Government, and 

(2) To insure the exercise of good 
faith and reasonable care by other war 
contractors through the selective check 
of the methods and procedures of some 
of them. In selecting settlements made 
by such other war contractors for sub- 
mission, the contracting officer should 
consider whether their methods and pro- 
cedures have been otherwise reviewed 
and any other relevant information 
readily available to him. 

(c) Settlements so selected will be re- 
viewed in accordance with standards 
prescribed in § 846.646. [JTR 644.2] 


§ 846.644-3 Optional submission for 
approval. The prime contractor may 
submit any settlement with a subcon- 
tractor in any tier to the contracting 
officer for his approval or ratification. 
(JTR 644.3] 


§ 846.6444 Selection and approval of 
subcontract settlements by Navy ma- 
terial inspector. (a) The Navy material 
inspector cognizant of the prime con- 
tractor is authorized, as the repre- 
sentative of the contracting officer, to 
approve or ratify all subcontract settle- 
ments which do not exceed $25,000 (com- 
puted in accordance with § 841.122, un- 
less the contracting officer specifically 
limits or withdraws such authority ina 
particular case as provided in § 842.- 
253-3. When a subcontract settlement 
exceeds $25,000, the inspector will for- 
ward it to the contracting officer for his 
approval, and for submission to a review 
board in accordance with § 845.582 and 
following. 

(b) The Navy material inspector 
cognizamt of the prime contractor is re- 
sponsible for selecting settlements for 
review and approval in accordance with 
§ 846.644-2. The contracting officer will 
not himself make such selection unless 
extraordinary circumstances make this 
advisable. [JTR 644.4] 


§ 846.645 Method of submitting sub- 
contract settlement for approval. The 
method of submitting subcontract settle- 
ment for approval is set forth in the fol- 
lowing sections. [JTR 645] 


§ 646.645-1 General procedure. (a) 
The prime contractor should submit sub- 
contract settlements requiring approval 
to the contracting officer for approval or 
ratification from time to time as prompt- 
ly as possible. In doing so, he should 
either: 

(1) Include the amount of the settle- 
ment in a partial or final settlement pro- 
posal on the appropriate standard pro- 
posal form, or 

(2) Submit the subcontract settlement 
separately, accompanied by certificates 
of the war contractor settling the claim, 
intervening war contractors, and the 
prime contractor, in the forms prescribed 
by the standard proposal forms. 
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(b) In either case, the subcontract set- 
tlement should be accompanied by the 
settlement proposal on which it is based, 
[JTR 645.1] 


§ 846.645-2 Navy procedure for sub- 
mitting subcontract settlement proposals 
and settlements. (a) When his settle- 
ment proposal is less than $10,000, com- 
puted in accordance with § 841.122, @ 
subcontractor under a terminated Navy 
prime contract shall submit the proposal 
directly to the next higher tier war con- 
tractor. 

(b) In all other cases, he shall submit 
his settlement proposal to the next 
higher tier war contractor via the Navy 
material inspector cognizant of the par- 
ticular subcontractor and may also for- 
ward additional copies directly if he de- 


sires. 

(c) Where the settlement proposal is 
submitted via the cognizant Navy ma- 
terial inspector, the inspector should re- 
view it in the manner provided in § 847.- 
121-4 and promptly forward it with his 
comments to the Navy material inspec- 
tor cognizant of the next higher tier war 
contractor, for submission to such war 
contractor for negotiation of a settle- 


ment. 

(d) In submitting any subcontract set- 
tlement under a Navy prime contract in 
accordance with § 846.645-1, the higher 
tier war contractor shall attach a copy 
of the comments on the subcontractor’s 
settlement proposal by the Navy material 
inspector cognizant of the subcontractor, 
if the proposal was submitted via such 
inspector. A subcontractor forwarding 
a subcontract settlement for approval or 
ratification, may forward it with his cer- 
tificate directly to the next higher tier 
war contractor and need not transmit it 
via his cognizant Navy material inspec- 
tor. 

(e) The prime contractor will submit 
to his cognizant Navy material inspector 
all subcontract settlements which are 
required, or which he desires, to be ap- 
proved or ratified, unless the contracting 
officer specifically directs otherwise in a 
particular case, [JTR 645.2] 


$846.646 Standards for approval of 
subcontract settlements. (a) When a 
subcontract settlement is submitted to 
him for approval or ratification, the con- 
tracting officer should satisfy himself: 

(1) That the settlement was arrived 
at in good faith and is not unreasonable 
in amount, and 

(2) That the allocation to the prime 
Contract of the charges included in the 
settlement is based on reasonable 
grounds. 

(ob) In determining whether to ap- 
Prove or ratify it, the contracting officer 
May examine the individual settlement. 
However, whenever the contracting offi- 
cer is satisfied that the proposed settle- 
ment has received an adequate review, 
he will be warranted in approving or 
tatifying the settlement on the basis of 
the certificates of the prime contractor 
and intermediate subcontractors in ac- 
cordance with § 846.645. The contract- 
ng officer may satisfy himself that the 
general procedures of any war contractor 
are adequate either by checking other 


settlements made by the war contractor 
or in any other appropriate manner. 
[JTR 646] 


§ 846.647 Subcontract settlements not 
submitted for approval. The contract- 
ing officer may make a final settlement 
with the prime contractor without ex- 
amining individual settlements with sub- 
contractors other than those required to 
be submitted or voluntarily submitted 
for approval or ratification under 
§ 846.644 unless special circumstances in- 
dicate the need for such examination. 
Any subcontract settlement shall become 
final and not subject to examination ex- 
cept as stated in § 846.648, if the settie- 
ment itself, or another settlement in 
which it is included, has been approved 
or ratified. [JTR 647] 


§ 846.648 Finality of subcontract 
settlement. Pursuant to section 7 (a) 
of the act, any settlement between a war 
contractor and his subcontractor which 
is authorized, approved or ratified by the 
contracting agency is final and conclu- 
sive as to the amount due except (a) to 
the extent otherwise agreed in the 
settlement; (b) for fraud; (c) upon re- 
negotiation under the Renegotiation 
Act; or (d) by mutual agreement before 
or after payment. The act provides that 
no war contractor shall be liable to the 
United States on account of any amounts 
paid on such settlements, except for his 
own fraud. [JTR 648] 


SUBPART E—PROTECTION OF SUBCONTRACTORS 


§ 846.650 Scope. This subpart deals 
with special procedures for protecting 
subcontractors where the prime contrac- 
tor is unable to meet his obligations. 
[JTR 650) bad 


§ 846.651 Supervision of payments to 
prime contractor for subcontractors. 
The supervision of payments to prime 
contractor for subcontractors is dis- 


cussed in the following sections. [JTR 
651) 
§ 846.651-1 Statutory provisions. 


Section 7(b) of the act provides: 


(b) Whenever any contracting agency is 
satisfied of the inability of a war contractor 
to meet his obligations, it shall exercise 
supervision or control over payments to the 
war contractor on account of termination 
claims of subcontractors of such war con- 
tractor to such extent and in such manner 
as it deems necessary or desirable for the 
purpose of assuring the receipt of the benefit 
of such payments by the subcontractors, 


[JTR 651.1] 


§ 846.651-2 When duty to supervise 
arises. (a) The contracting officer shall 
be under no duty to make an independ- 
ent investigation of the financial condi- 
tion of a war contractor, until one or 
more of his subcontractors complains 
about his financial condition. If such 
complaint is made to him, the contract- 
ing officer shall take reasonable steps 
to investigate the complaint. — 

(b) In determining whether a war 
contractor is unable to meet his obliga- 
tions, the contracting officer is required 
to act only on the basis of substantial 
evidence indicating that the contractor 
is insolvent or bankrupt or is involved in 
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pending proceedings in insolvency, bank- 
ruptcy, receivership or corporate reor- 
ganization, or is in imminent danger of 
such proceedings. [JTR 651.2] 


§ 846.651-3 Methods of supervision. 
Whenever the contracting officer is satis- 
fied that a prime contractor, or a sub- 
contractor with whom a direct settle- 
ment is made, is unable to meet his obli- 
gations, he shall either: 

(a) Follow substantially the procedure 
outlined in § 843.367 in making payments 
to the war contractor on account of ter- 
mination claims of subcontractors, or 

(b) Request authority under § 846.667 
to make such payments directly to the 
subcontractors entitled thereto, or 

(c) Request authority to settle di- 
rectly with them in accordance with 
§ 846.662-3, or 

(d) Take other appropriate action 
consistent with this subchapter, to as- 
sure that the subcontractors receive the 
benefit of payments on account of their 
claims (see § 846.668). 


In his discretion, the contracting officer 
may take action under this paragraph 
in other cases where he deems it neces- 
sary of desirable for the protection of 
subcontractors. [JTR 651.3] 


§ 846.652 Supplemental payments to 
subcontractors. Supplemental payments 
to subcontractors are discussed in the 
following sections. [JTR 652] 


§ 846.652-1 Statutory provision. Sec- 
tion 7 (f) of the act provides: 


(f) If any contracting agency determines 
that in the circumstances of a particular case 
equity and good conscience require fair com- 
pensation for-the termination of a war con- 
tract to be paid to a subcontractor who has 
been deprived of and cannot otherwise rea- 
sonably secure such fair compensation, the 
contracting agency concerned may pay such 
compensation to him although such com- 
pensation already has been included and paid 
as a part of a settlement with another war 
contractor. 


652.1] 


§ 846.652-2 Request for authority to 
make supplemental payments. When- 
ever the chief of a service or bureau con- 
siders that a subcontractor is entitled to 
receive a payment of fair compensation 
under the provisions of this section of 
the act, he shall forward to the Read- 
justment Division, ASF, or the Industrial 
Readjustment Branch, OP&M, a report 
stating the essential facts of the case and 
the reasons for requesting the approval 
of such a payment. No such payment 
shall be made without such approval. 
(JTR 652.2] 


SUBPART F—DIRECT SETTLEMENT OF 
CONTRACTS BY GOVERNMENT 


$ 846.660 Scope. This subpart dis- 
cusses the statutory and contract provi- 
sions for direct settlement by the Gov- 
ernment with subcontractors, and proce- 
dures thereunder. It also takes up pro- 
cedures for direct payment to subcon- 
tractors under certain conditions. [JTR 
660] 


§ 846.661 Authority to settle subcon- 
tract claims directly under contract pro- 


SUB- 
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visions therefor. Where the Government 
by a termination article or other contract 
provision or by a settlement agreement 
has agreed to assume the obligations of 
a war contractor to any subcontractor, 
the contracting officer may settle the ter- 
mination claim of the subcontractor di- 
rectly, in accordance with the contract 
provision. [JTR 661] 


§ 846.662 Authority to settle subcon- 
tract claims directly where no contract 
provisions therefor. The authority to 
settle subcontract claims directly where 
no contract provisions therefor is dis- 
cussed in the following sections. [JTR 
662) 


§ 846.662-1 Statutory provisions. 
Section 7 (d) of the act authorizes the 
War and Navy Departments to settle di- 
rectly termination claims of subcontrac- 
tors to the extent that such action is 
deemed necessary or desirable for the ex- 
peditious and equitable settlement of 
such claims; and prescribes certain pro- 
cedures to be taken for this purpose. 
(JTR 662.1] 


§ 846.662-2 When authorized. With 
the written approval of the head of the 
procurement office or bureau settling the 
related prime contract, acting personally 
or through a representative designated 
for the purpose, the contracting officer 
may settle directly the termination claim 
of any subcontractor in accordance with 
section 7 (d) of the act, if (a) the war 
contractor liable to the subcontractor is 
not in financial difficulties, and is not 
threatened with financial difficulties, so 
far as the contracting officer is aware, 
and (b) a maximum is stated for the 
amount of such direct settlement so that 
the total payments under the terminated 
prime contract will not exceed any max- 
imum limit set by the termination article 
in the contract or by this subchapter. 
{JTR 662.2] 


§ 846.662-3. Other cases. The Read- 
justment Division, ASF, or the Industrial 
Readjustment Branch, OP&M, may au- 
thorize the chief of any service or bureau 
to settle directly the termination claim 
or claims of any subcontractor, where 
the conditions stated in § 846.662-2 are 
not met. No such settlement without 
such special authority. Where the chief 
of a service or bureau requests any such 
authority, he shall state briefly the rea- 
sons for the request. [JTR 662.3] 


§ 846.662-4 Use of authority. (a) 
The person approving the making of 
any such direct settlement and the con- 
tracting officer making it should satisfy 
themselves that the subcontract termi- 
nation claim is allocable to the ter- 
minated portion of the price contract 
and should also consider (1) possible 
rights of set-off or counterclaim against 
the subcontractor which may be pos- 
sessed by the war contractor liable to 
him, and (2) any assignments that may 
have been made under the subcontract 
of the amount payable to the subcon- 
tractor. 

(b) The authority under § 846.662 is 
not intended to encourage widespread 
use of direct settlements with subcon- 
tractors as a general program. Prime 
contractors are obligated to settle the 


termination claims of their subcontrac- 
tors, as stated in § 846.612. This au- 
thority is intended rather to facilitate 
expeditious and equitable settlements of 
subcontract claims where that cannot be 
accomplished by settlement by the prime 
contractor. [(JTR 662.4] 


§ 846.663 Procedures in making direct 
settlement with subcontractor. The pro- 
cedures in making direct settlement with 
subcontractors are set forth in the fol- 
lowing sections. [JTR 663] 


§ 846.663-1 General. In general, in 
any case where direct settlement with 
subcontractors is undertaken under 
§ 846.661 or § 846.662, the settlement 
procedures specified for settlements with 
price contractors shall be followed to the 
extent applicable. [JTR 663.1] 


§ 846.663-2 Acceptance of responsi- 
bility for direct settlement. (a) In mak- 
ing direct settlement under the act, sec- 
tion 7 (d) requires additional steps as 
follows: 

(1) Written notice, stating the Gov- 
ernment’s acceptance of responsibility 
for settling the claim and the conditions 
applicable thereto, must be given to the 
subcontractor and the war contractor 
liable to him. 

(2) Such conditions may include the 
release by the subcontractor, or the as- 
signment to the Government, of his 
claim against the war contractor liable 
= him for the claim being directly set- 

ed. 

(3) The subcontractor must consent 
in writing to the assumption of liability 
by the Government on the terms stated 
in the notice. 

(b) Forms for the notice to the sub- 
contractor and the war contractor liable 
to him and for the consent by the sub- 
contractor are contained in § 849.988. 
(JTR 663.2] 


§ 846.663-3 Release or assignment of 
claim. In consenting to the direct set- 
tlement of his claim by the Government, 
the contractor agrees that upon final set- 
tlement he will either assign his termi- 
nation claim to the Government or will 
release his purchaser from liability 
thereon. The form of final settlement 
agreement for such cases (see § 849.988) 
contains alternative clauses to cover 
these two procedures. At the time of 
final settlement, the contracting officer 
will decide in each case which alternative 
to adopt. He should secure an assign- 
ment of the subcontractor’s claim when- 
ever the Government has any interest 
or potential interest which might be pro- 
tected thereby. [JTR 663.3] 


§ 846.663-4 Payment under direct set- 
tlement. Where the Government settles 
directly with any subcontractor under 
§ 846.661 or § 846.662, payment on the 
settlement will be made in the same 
manner as under a prime contract settle. 
ment. [JTR 663.4] 


§ 846.667 Authority to make direct 
payments to subcontractors.. The au- 
thority to make direct payments to sub- 
contractors is discussed in the following 
sections. [JTR 667] 


. ment, 


§ 846.667-1 Distinction between settle. 
ment and payment. (a) The preceding 
sections of this subpart cover direct 
settlements by the Government with sub. 
contractors. In cases covered by these 
sections, the Government has under. 
taken the responsibility for determining 
the amount due on the claim and the 
subsequent payment of this amount, 
Where the Government thus settles the 
subcontract claim, it is relieving the war 
contractor, who is primarily liable on 
the claim, from this duty. This is a de. 
parture from the general policy of re. 
quiring war contractors to undertake 
that burden, 

(b) In some cases, however, after the 
amount due on the claim has been de- 
termined in the usual way by the subcon- 
tractor and the war contractor pri- 
marily liable, and has been approved by 
the Government, if necessary, payment 
would be expedited by direct discharge 
of the claim by the Government. Some 
prime contracts contain provisions either 
requiring or permitting this procedure, 
and the act permits it even in the ab- 
—. of contract provisions. [JTR 
667. 


§ 846.667-2 When direct payments au- 
thorized. (a) In addition to the au- 
thority to settle directly under § 846.661 
and § 846.662, the contracting officer may 
obligate the Government to pay the ter- 
mination claim of a subcontractor di- 
rectly in any other case where the fol- 
lowing conditions exist: 

(1) The claim has been settled by the 
war contractor primarily liable and ap- 
proved by the Government, if necessary. 

(2) The prime contractor and any in- 
termediate subcontractors have con- 
sented to direct payment by the Govern- 


(3) The contracting officer determines 
that no right of set-off or counterclaim 
possessed by the Government will be im- 
paired. 

(4) Neither the prime contractor nor 
any intermediate subcontractor is in 
financial difficulties or threatened with 
financial difficulties, so far as the con- 
tracting officer is aware. 

(5) The claim has not been assigned or 
the assignee consents to payment. 

(6) The contracting officer determines 
that the claim is allocable to the termi- 
nated portion of the prime contract. 

(b) In any such case, the contracting 
officer will execute a supplemental agree- 
ment in substantially the form contained 
in § 849.988. 

(c) Whenever the chief of any service 
or bureau desires to pay directly the ter- 
mination claim of any subcontractor 
where the conditions stated in paragraph 
(a) are not met, he will forward to the 
Readjustment Division, ASF, or Indus- 
trial Readjustment Branch, OP&M, 4 
request for authority to make such pay- 
ment stating the essential facts of the 
case. No such payment will be made 
without such special authority. | 
667.2] 


§ 846.668 Right of Government to 
withhold. for unsettled subcontracts. 
(a) The uniform termination articles for 
fixed-price and  cost-plus-a-fixed-fee 
prime contracts provide that, with cel 


. 
A 
- 
< 
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tain exceptions, the obligation of the 
Government to make payments under 
the article shall be subject, in the dis- 
cretion of the contracting officer, to de- 
duction for the amount of any termina- 
tion claim of any subcontractor. The 


purpose of this provision was to per- 


mit the withholding of sums owing by 
the prime contractor to his subcontrac- 
tors, in order to assure their receipt by 
the subcontractor. In any case where 
this provision is used, the prime con- 
tractor is entitled to have the withheld 
sum applied for his benefit in such a way 
as to exonerate him, to that extent, from 
the claim of the subcontractor. 

(b) Other forms of approved termina- 
tion articles contain similar provisions of 
various types, which are construed in 
the same manner. [JTR 668] 


Part 847—SETTLEMENT OF PRIME 
ContTRACT CLAIMS 


Sec. 
847.700 Scope of part. 
SUBPART A——PREPARATION FOR SETTLEMENT 


847.710 Scope. 

847.711 Responsibility of contracting offi- 
cer for settlement. 

General. 

Setlement team. 

Action by settlement team. 

Responsibility of prime contractor 
to submit his settlement pro- 
posal. 

General. 

Partial proposals. 

847.712-3 Delay in submitting proposal, 

847.713 Effect of settlement proposal. 


SUBPART B—-REVIEW OF PRIME CONTRACT SETTLE- 
MENT PROPOSALS 


847.711-1 
847.711-2 
847.711-3 
847.712 


847.712-1 
847.712-2 


847.720 
847.721 


Scopes 

Function of contracting officer as 
to review. 

General responsibility. 

Use of accounting personnel. 

Use of inspection, engineering and 
other personnel, 

Function of Navy material in- 
spector. 

Office review. 

When required. 

Basis of office review. 

Scope of office accounting review. 

Report of office review. 

Examination beyond office review. 

Use of further examination. 

Types of additional examination, 

Procedures for examination. 

Report to contracting officer. 

Report of additional examination 
required. 

Information regarding profit. 

Coordination with other account- 
ing functions. 

Coordination with renegotiation 
accounting. 

Consolidation of termination ac- 
counting for several prime 
contracts. 

Use of previous termination 
settlements. 


847.721-1 
847.721-2 
847.721-3 


847.721-4 


847.722 

847.722-1 
847,.722-2 
847,722-3 
847.722-4 
847.723 

847.723-1 
847.723-2 
847.723-3 
847.724 

847.7241 


847.7242 
847.725 


847.725-1 
847.725-2 


847.725-3 


SUBPART C—NEGOTIATION OF FINAL SETTLEMENT 
AGREEMENT 
Scope, 
Authority of contracting officer. 
Conduct of negotiation conferences 
with prime contractor. 
847.733 Use of accounting and other reports. 


SUBPART D—SETTLEMENT AGREEMENTS 


847.740 Scope. 
7.741 Authority for settlement agree- 
ment, 


847.730 
847.731 
847.732 


Sec. 
847.742 
847.742-1 
847.742-2 


847.742-3 
847.743 


847.743-1 
847.743-2 


847.743-3 


General provisions of final settle- 
ment agreements. 
Form for fixed-price prime con- 


cost-plus-a-fixed-fee 


Use of standard forms. 
Deductions and reservations in 
Settlement agreement. ° 

Renegotiation. 

Deductions for damaged property 
and defects. 

Deductions for Government 
claims in connection with the 
contract. 

Disposal credits. 

Provisions to protect subcontrac- 
tors. 

Reserved rights. 

Maximum limit. 

Offsets and credits for payments 
previously made. ~ 

Anticipated litigation under cost- 
plus-a-fixed-fee prime contract. 

Approval of settlement agreement, 

Settlement review board. 

Other approval. 

Payment under s@ttlement agree- 
ments. 

Basis of payment. 

Form of certificate. 

Amendments to settlement agree- 
ments. 

Mistakes. 

Amendments contemplated by 
settlement agreement. 

Amendments resulting in benefit 
to the Government. 

847.748-4 Miscellaneous amendments. 

847.748-5 Authority for amendments. 


SUBPART E—PROCEDURE FOR FORMULA SETTLE= 
MENTS UNDER FIXED-PRICE CONTRACTS 


847.750 Scope. 

847.751 When formula settlement used, 

847.751-1 Failure of negotiations. 

847.751-2 Demand by prime contractor. 

847.751-3 Application to subcontracts. 

847.752 Procedure for proving amount due 
on the claim. 

Kind of proof required. 

Submission of evidence. 

Preservation of evidence. 

Report. 

Basis of formula determination, 

Items allowed: 

Finality of approved action, 

Making of findings. 

Form of findings. 

General. 

Contractor’s own costs, 

Allowance for profit. 

Disposal credits. 

Subcontract settlements. 

Settlement expenses. 

Aggregate amount due. 

Certificate of contracting officer. 

Appeal from findings within the 
War and Navy Departments. 

When allowed or required. 

Modification of disputes article. 

Effect of failure to appeal. 

Duty of contracting officer on ap- 
peal. 

Appeal outside the Department, 

Right of appeal. 

Effect of findings on appeal. 

Notice and effect of appeals. 

Effect on authority to settle. 

Notice of appeal. 

Payments under formula settle- 
ments. 

847.758-1 Payment on account, 

847.758-2 Final payment. 


SUBPART F—RECORDS OF SETTLEMENT 


847.760 Scope. 
847.761 Retention of records by Govern- 
ment, 


847.743-4 
847.743-5 


847.743-6 
847.743-7 
847.743-8 


847.743-9 


847.744 
847.744-1 
847.744-2 
847.747 


847.747-1 
847.747-2 
847.748 


847.748-1 
847.748-2 


847.748-3 


847.752-1 
847.752-2 
847.752-3 
847.7524 
847.753 

847.753-1 
847.753-2 
847.753-3 
847.754 

847.754-1 
847.754-2 
847.754-3 
847.7544 
847.754-5 
847.7546 
847.754-7 
847.754-8 
847.755 


847.755-1 
847.755-2 
847.754-3 
847.7554 


847.756 
847.756-1 
847.756-2 
847.757 
847.757-1 
847.757-2 
847.758 


Sec. 

847.761-1 
847.761-2 
847.761-3 
847.7614 


847.762 


Duty to retain. 

Period of retention. 

Records required to be retained. 

Application to direct settlements 
with subcontractors. 

Records to be retained by war con- 
tractors. 


§ 847.700 Scope of part. This part 
‘deals with the procedures peculiar to the 
settlement by the Government of the 
claims of prime contractors. ‘The poli- 
cies and procedures applicable to both 
prime contract and subcontract settle- 
ments are stated in Part 845. Those 
peculiar to subcontract settlements are 
stated in Part 846. [JTR 700] 


SUBPART A—PREPARATION FOR SETTLEMENT 


§ 847.710 Sco.¢. The principles and 
forms for presenting claims of war con- 
tractors are discussed in §$. 845.520 and 
following, 845.560 and following of Part 
845. This subpart deals with the general 
responsibility of the contracting officer 
for negotiating the settlement and con- 
tains further provisions applicable to the 
preparation of claims under prime con- 
tracts. [JTR 710] 


§ 847.711 Responsibility of contract- 
ing officer for settlement. The respon- 
sibility of the contracting officer for set- 
tlement is discussed in the following sec- 
tions. [JTR 711] 


§ 847.711-1 General. (a) The respon- 
sibility for negotiating the settlement 
rests on the contracting officer. To dis- 
charge this responsibility, he, or someone 
representing him. should take complete 
charge of all steps leading up to the final 
settlement agreement, to the maximum 
extent practicable. He should familiar- 
ize himself completely with all available 
information concerning the particular 
termination, and should consider, as far 
in advance as possible, all accounting, 
legal, and other problems which are 
likely to arise in the course of the ne- 
gotiation. 

(b) He should take advantage of all 
information available to him relating to 
the terminated contract or the business 
of the contractor, including information 
developed by cost analyses, inspections, 
accounting reviews, or other investiga- 
tions of the contractor’s affairs which 
may have been conducted by the service 
or bureau to which he is assigned. He 
should actively supervise the disposition 
of termination inventory, the settlement 
of subcontract claims and the prepara- 
tion of the prime contractor’s settle- 
ment proposal. 

(c) Before termination, where prac- 
ticable and authorized by § 842.220 and 
following, and from time to time 
throughout the settlement proceedings, 
he should arrive at agreements and un- 
derstandings by negotiation with the 
contractor which will expedite the final 
settlement of the claim. It is his re- 
sponsibility to see that the prime con- 
tractor is diligent in carrying out his 
obligations and in preparing the claim 
and to facilitate this by eliminating as 
many controversial questions as possible 
in advance of the filing of the claim. 
711.1) 


§ 847.711-2 Settlement team. (a) For 
each important settlement, there should 
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be a settlement team composed of quali- 
fied personnel with business, legal, engi- 
neering, accounting, disposal and other 
special training necessary to handle the 
various aspects of the settlement as they 
arise. 

(b) In the War Department, the con- 
tracting officer or his principal repre- 
sentative will designate the members of 
the settlement team. 

(c) In the Navy Department, the set- 
tlement teams in the field will consist of 
the Navy material inspector cognizant of 
the prime contractor or of a particular 
subcontractor, officers of the Cost In- 
spection Service and of the NMR&DA, 
and other qualified personnel. [JTR 
711.2) 


§ 847.711-3 Action by settlement 
team. (a) The members of the settle- 
ment team should not delay action until 
the prime contractor submits his claim, 
They should work with him continuously 
in disposing of termination inventory, in 
making and approving subcontract set- 
tlements, and in preparing his own set- 
tlement proposal, and should assist him 
to the maximum extent feasible in order 
to facilitate settlement. By cooperating 
during the preparation of the claim, the 
settlement team can frequently prevent 
delay, eliminate unnecessary work, and 
settle questions so as to expedite the 
preparation of the claim and the final 
settlement. 

(b) The Navy settlement team in the 
field shall take all action with respect 
to the settlement which does not re- 
quire submission to the contracting offi- 
cer for his personal determination, and 
shall submit its recommendations to 
him with respect to other matters, in 
accordance with this subchapter. [JTR 
711.3) 


§ 847.712 Responsibility of prime con- 
tractor to submit his setilement pro- 
posal. The responsibility of the prime 
contractor to submit his settlement pro- 
posal is discussed in the following sec- 
tions. [JTR 712] 


847.712-1 General. The prime con- 
tractor will file his settlement proposal 
with the contracting officer in the War 
Department or the cognizant Navy ma- 
terial inspector in the Navy Department 
as promptly as possible, on the forms and 
in the manner prescribed by § 845.520 
and following for fixed-price supply con- 
tracts and by § 845.560 and following for 
cost-plus-a-fixed-fee prime contracts, 
(JTR 712.1] 


§ §847.712-2 Partial proposals. Be- 
fore the final proposal is submitted, the 
prime contractor, from time to time, 
should submit to the contracting officer 

the War Department or his cognizant 

avy material inspector any subcontract 
settlements which require approval. 
Likewise, any proposals for disposition or 
retention of termination inventory 
which require approval should be 


promptly submitted to the contracting 


officer or to NMR&DA. In this way, a 
substantial part of the claim can be def- 
initely settled and finally acted on before 
the final settlement of the whole claim. 
(JTR 712.2] 


§ 847.712-3 Delay in submitting pro- 
posal. If the prime contractor delays 
settlement of his claim by failure to file 
the settlement proposal or otherwise, the 
act requires the suspension of interest 
on his claim for the period of such delay. 
A period of 60 days will be considered as 
a reasonable time for submitting the 
settlement proposal, and any longer pe- 
riod an unreasonable delay, unless the 
contracting officer is satisfied that the 
contractor has been diligent in prepar- 
ing his claim. [JTR 712.3] 


§ 847.713 Effect of settlement pro- 
posal. The settlement proposal to- 
gether with the supporting schedules 
constitute the basic representations of 
the prime contractor as to his termina- 
tion claim, In submitting it to the Gov- 
ernment, the contractor represents that 
the facts stated are true in accordance 
with his certificate. For any false cer- 
tificates, he is subject to the penalties 
described in § 841.138. [JTR 713] 


SUBPART B—REVIEW OF PRIME CONTRACT 
SETTLEMENT PROPOSALS 


§ 847.720 Scope. In negotiating a 
settlement, thé contracting officer should 
have as a guide reports prepared by 
qualified Government personnel on the 
prime contractor’s settlement proposal. 
This subpart deals with the preparation 
and use of the reports for this purpose. 
[JTR 720] 


§ 847.721 Function of contracting offi- 
cer as to review. The function of the 
contracting officer as to review is de- 
scribed in the following sections. [JTR 
721) 


§ 847.721-1 General responsibility. 
(a) The contracting officer is responsible 
for passing upon the prime contractor’s 
settlement proposal and settling with the 
contractor. For this purpose he must 
decide to what extent accounting and 
other personnel should review and verify 
the contractor’s proposal, 

(b) Contracting officers will reduce 
accounting examinations of termination 
claims to the minimum consistent with 
protecting the interests of the Govern- 
ment. Whenever practicable, they will 
rely on reasonable reviews of contractors’ 
data rather than on detailed examina- 
tions. Wherever examinations appear to 
be necessary, they will be made in ac- 
cordance with the principles of selective 
auditing. (JTR 721.1] 


§ 847.721-2 Use of accounting person=- 
nel. In connection with termination set- 
tlements, Government accounting per- 
sonnel will make such investigations, re- 
views, and examinations, as the contract- 
ing officer may direct or request for the 
purpose of determining whether the set- 
tlement proposal conforms with the ter- 
mination provisions of the prime con- 
tract and is supported by the prime con- 
tractor’s records and other evidence, 
{JTR 721.2] 


§ 847.721-3 _Use of inspection, engi- 
neering and other personnel. (a) Gov- 
ernment inspectors, engineers and other 
personnel will frequently have informa- 
tion on: (1) the general reliability cf 
the prime contractor; (2) the quality of 


his production; (3) the approximate 
quantity and physical condition of the 
then existing termination inventory, jn- 
cluding raw materials, work in process, 
purchased parts and completed items; 
(4) whether the material for which re. 
imbursement is Claimed is reasonably 
allocable to the prime contract being 
terminated; (5) the fairness of the pric- 
ing on raw material and purchased parts, 
as determined by spot checks to the ex. 
tent deemed necessary; (6) other sig- 
nificant items included in the proposal 
which, in their opinion, are incorrect or 
doubtful. 

(b) The contracting officer should use 
such personnel to make investigations, 
reviews, and comments on the settlement 
proposal submitted by the prime con- 
tractor. [JTR 721.3] 


§ 847.721-4 Function of Navy ma- 
terial inspector. (a) In the Navy De- 
partment, the material inspector cog- 
nizant of the prime contractor shall 
examine as promptly as possible each 
settlement proposal submitted to him 
and shall forward it to the contracting 
officer together with any comments 
which he believes will assist the con- 
tracting officer in negotiating with the 
prime contractor. Such - comments 
should cover particularly the matters 
specified in § 847.721-3. 

(b) In order to prepare the comments 
under this section, the Navy ma- 
terial inspector may request a represen- 
tative of the Cost Inspection Service to 
furnish accounting advice on any items 


‘in the settlement proposal. The ma- 


terial inspector does not determine, how- 
ever, the extent to which representatives 
of Cost Inspection Service will make a 
field accounting review of the settlement 
proposal. 

(c) The material inspector is not ex- 
pected to make a detailed count of in- 
ventory unless the contracting officer so 
requests, but should make such selective 
checks as he deems necessary to verify 
the substantial accuracy of the quantities 
stated. [JTR 721.4] 


§ 847.722 Office review. The office 
review is discussed in the following sec- 
tions. [JTR 722] 


§ 847.722-1 When required. In order 
to protect the Government's interests, 
qualified personnel will make at least an 
office review of each settlement proposal 
submitted by a prime contractor. Where 
the net amount of the proposal is $1,000 
or more, such review will include an office 
accounting review. [JTR 722.1] 


§ 847.722-2 Basis of office review. 
The office review is based upon support- 
ing evidence submitted by the prime con- 
tractor with his settlement proposal and 
other information available in the office 
making the settlement. In general, the 
reviewing personnel analyze and test the 
information submitted by the contractor 
to determine inconsistencies or other in- 
dications that the items included are 
overstated or inapplicable. [JTR 722.2] 


§ 847.722-3 Scope of office accounting 
review. Each office accounting review 
will be made in accordance with the pro- 
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yisions of the Joint Termination Ac- 
counting Manual.’ [JTR 722.3] 


§ 847.722-4 Report of office review. 
Upon completion of the office review, the 
accountant or other reviewing personnel 
will furnish the contracting officer an 
appropriate report stating his conclu- 
sions as to the adequacy of the support- 
ing information and the indicated re- 
liability of the data submitted by the 
prime contractor. [JTR 1722.4] 


§ 847.723 Examination beyond office 
review. The examination beyond the 
office review is described in the follow- 
ing sections. [JTR 723] 


§ 847.723-1 Use of further examina- 
tion. After such consultation with the 
reviewing personnel as he deems appro- 
priate, the contracting officer will decide 
and instruct the accounting or other 
personnel what further examination, if 
any, is to be made of the termination 
claim. In making this decision, he 
should consider the following factors 
among others: 

(a) The amount and complexity of 
the proposed settlement. 

(b) The conclusions as a result of the 
office review. 

(c) Available reports of independent 
public accountants. 

(d) Any information available from 
War or Navy Department personnel, 
familiar with the operations under the 
prime contract. 


The contracting officer may properly rely 
upon the advice of the accounting or 
other reviewing personnel as to the ex- 
tent of any such further examination 
required in any case. [JTR 723.1] 


§ 847.723-2 Types of additional er- 
amination. Among the types of addi- 
tional investigation which may prove to 
be appropriate are the following: 

(a) The prime contractor may be re- 
quested to submit additional data or ex- 
planations. 

(b) Government personnel may be in- 
structed to visit the contractor’s plant 
to discuss the proposal and to make any 
hecessary reference to the accounting or 
other records, or other examination. 

(c) Government accounting personnel 
May be requested to make an examina- 
tion in accordance with the procedures 
outlined in this subchapter and in the 
Joint Termination Accounting Manual. 
TR 723.2) 


_$847.723-3 Procedures for examina- 
tion. While the contracting officer is re- 
sponsible for deciding whether or not 
further accounting or other examination 
is to be made, the accounting or other 
technical personnel will determine the 
Procedures for actually making such ex- 
aminations on the basis of their judg- 
m3) and technical knowledge. [JTR 


$847.724 Report to contracting officer. 

report. to the contracting officer is 
described in the following sections. 
WTR 724] 

§ 847.724-1 Report of additional ex- 
amination required. Where any addi- 
tional examination is made, the review- 


‘Filed as part of the original document. « 


ing personnel will submit written reports 
to the contracting officer in an appro- 
priate manner, [JTR 1724.1] 


§ 847.724-2 Information regarding 
profit. When the contracting officer so 
requests, the accountant will furnish him 
with accounting information on which to 
make a determination of an appropriate 
profit allowance. Accounting personnel 
should not make recommendations as to 
profit, unless requested to do so. [JTR 
724.2] 


§ 847.725 Coordination with other ac- 
counting functions. The coordination 
with other accounting functions is dis- 
cussed in the following sections. (JTR 
725] 


§ 847.725-1 Coordination with renego- 
tiation accounting. Where accounting 
work has been done for renegotiation, it 
should be used so far as practicable to 
avoid duplication of effort. [JTR 725.1] 


§ 847.725-2 Consolidation of termina- 
tion accounting for several prime con- 
tracts. (a) Where two or more contracts 
with the same prime contractor are being 
terminated at one time, the termination 
accounting should be consolidated to the 
greatest extent practicable and the total 
costs apportioned to the various contracts 
on some reasonably satisfactory basis, in 
accordance with § 845.517. 

(b) In the case of certain contractors, 
the responsibility for making the ac- 
counting review for all termination set- 
tlement proposals has been assigned to 
one service or bureau under the Consoli- 
dated Termination Accounting Program. 
The procedures governing this program 
are discussed in § 848.820 and following. 
[JTR 725.2] 

§ 847.725-3 Use of previous termina- 
tion settlements. Where the prime con- 
tractor has had other termination claims 
settled, they should be reviewed, where 
practicable, for any pertinent informa- 
tion to insure that the same accounting 


policies are consistently followed in the 


various settlements. [JTR 725.3] 


SUBPART C—NEGOTIATION OF FINAL SETTLE- 
MENT AGREEMENT 


§ 847.730 Scope. This subpart deals 
with the negotiation of the final settle- 
ment under a terminated prime contract. 
The principles to be observed are stated 
in § 845.530 and following for fixed-price 
contracts, and § 845.560 and following 
for cost-plus-a-fixed-fee contracts. 
[JTR 730] 


§ 847.731 Authority of contracting of- 
ficer. The contracting officer is author- 
ized to settle termination claims and to 
make supplemental agreements relating 
to terminated price contracts, consist- 
ently with this subchapter. [JTR 1731] 


§ 847.732 Conduct of negotiation con- 
ferences with prime contractor. The 
duty of the contracting officer will have 
required constant negotiation of ele- 
ments of the settlement throughout the 
proceedings. These negotiations will 
usually culminate in one or more final 
conferences with the contractor. Ordi- 
narily legal, accounting, technical and 
property disposition advisers will par- 
ticipate in these negotiations. Where 
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the contracting officer has designated a 
representative to take charge of all or a 
part of the settlement, such representa- 
tive will conduct the negotiations unless 
the contracting officer deems it appro- 
priate, in the light of the complexity of 
the termination, or the problems to be 
discussed at the particular conferences, 
to participate personally, in which case 
the recommendations of his principal 
representative should carry special 
— in the ultimate settlement. [JTR 


§ 847.733 Use of accounting and other 
reports. The accounting and other re- 
ports do not control the contracting of- 
ficer in negotiating the amount of fair 
compensation for the termination. He 
will consider such reports together with 
all other relevant information and cri- 
teria in determining the amount of a 
proper settlement in accordance with the 
principles stated in § 845.530 and follow- 
ing. He will give such weight to the 
reports, and qualify their computations 
to such extent, as he considers reasonable 
under all the circumstances. [JTR 733] 


SUBPART D—SETTLEMENT AGREEMENTS 


§ 847.740 Scope. When the con- 
tracting officer and the prime contractor 
reach an agreement as to the total 
amount payable to the contractor on his 
termination claim, they will proceed to 
make a supplemental agreement for the 
settlement. This subpart deals with the 
terms and execution of such an agree- 
ment. [JTR 740] 


§ 847.741 Authority for settlement 
agreement. The settlement agreement 
will recite that it is made pursuant to 
the Contract Settlement Act of 1944. Be- 
fore making any such settlement agree- 
ment, eack surety or guarantor should 
be notified, if the surety or guarantee 
agreement so requires, and the assent of 
any assignee, who has given notice under 
the Assignment of Claims Act, should be 
obtained where possible. [JTR 741] 


§ 847.742 General provisions of final 
settlement agreements. The general 
provisions of final settlement agreements 
are discussed in the following sections. 
[JTR 742] 


§ 847.742-1 Form for _ fixed-price 
prime contracts. Forms of settlement 
agreements for fixed-price supply and 
construction prime contracts are con- 
tained in § 849.981. [JTR 742.1] 


§ 847.742-2 Form for cost-plus-a- 
fized-fee contracts. The forms of set- 
tlement for cost-plus-a-fixed-fee prime 
contracts are contained in § 849.983. 
[JTR 742.2] 


§ 847.742-3 Use of standard forms. 
The final settlement agreement for a 
termination claim shall conform sub- 
stantially to the appropriate prescribed 
form. [JTR 742.3] 


§ 847.743 Deductions and reservations 
in settlement agreement. The deduc- 
tions and reservations in the settlement 
agreement are described in the follow- 
ing sections. [JTR 743] 


§ 847.743-1 Renegotiation. The set- 
tlement agreement should state specifi- 
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cally whether and to what extent the 
terminated prime contract and the set- 
tlement agreement are to be exempted 
from subsequent renegotiation. No such 
exemption may be granted without spe- 
cial approval from the Readjustment 
Division, ASF, or Industrial Readjust- 
ment Branch, OP&M. [JTR 1743.1] 


§ 847.743-2 Deductions for damaged 
property and defects. A reasonable de- 
duction should be made for damaged 
property, defective materials and work- 
manship in termination inventory trans- 
ferred to the Government, or sold with 
the approval of the contracting officer 
in connection with the termination set- 
tlement, unless this factor has otherwise 
been taken into account in the negotia- 
tion. [JTR 743.2] 


§ 847.743-3 Deductions for Govern- 
ment claims in connection with the con- 
tract. The agreement should cover any 
set-offs and counterclaims which the 
Government may have in connection 
with the terminated prime contract. 
(JTR 743.3] 


§ 847.743-4 Disposal credits. The 
agreement or the settlement itself should 
credit to the Government the sales price 
or agreed price of any termination in- 
ventory sold or retained by the prime 
contractor in connection with the ter- 
mination settlement. [JTR 743.4] 


§ 847.743-5 Provisions to protect sub- 
contractors. In the discretion of the 
contracting officer, the amount of the 
settlement may cover, or may be made 
subject to deduction to meet, any un- 
settled subcontract claims. In accord- 
ance with §§ 846.613, 846.662, and 846.667, 
the agreement may make such provisions 
for direct payments to such subcontrac- 
tors, escrow payments or otherwise, as 
the contracting officer may deem proper, 
to ensure the payment of such claims. 
{[JTR 743.5] 


§ 847.743-6 Reserved rights. Where 
rights of the Government and of the 
prime contractor are to be reserved and 
are not to be affected by the settlement 
agreement, the agreement should specify 
the extent of such reserved rights. For 
example: 

(a) Rights and liabilities of either 
party under contract provisions relating 
to reproduction rights, patent infringe- 
ments, inventions, applications for pat- 
ent and patents, including rights to as- 
signments, invention reports and li- 
censes, covenants of indemnity against 
patent risks and bonds for patent indem- 
nity obligations, together with all rights 
and liabilities under any such bond. 

(b) Rights of the Government to take 
the benefit of any adjustments of royal- 
ties under the Royalty Adjustment Act 
(Public Law No. 768, 77th Congress, ap- 
proved 31 October 1942) and to take the 
benefit of agreements reducing or other- 
wise affecting royalties paid or payable 
in connection with the performance of 
the contract. 

(c) Rights and liabilities of either 
party under options, covenants not to 
compete, covenants of indemnity, and 
facilities agreements. [JTR 743.6] 


§ 847.743-7 Maximum limit. The 
agreement shall not provide for payment 
in excess of any maximum limit on com- 
pensation stipulated in the applicable 
termination article, or in this subchapter 
(see § 845.534-2), except with the ap- 
proval of the Readjustment Division, 
ASF, or the Industrial Readjustment 
Branch, OP&M. [JTR 743.7] 


§ 847.743-8 Offsets and credits for 
payments previously made. All other 
offsets against the amount payable on 
the termination claim and all advance, 
progress, partial and other payments 
previously made under the terminated 
prime contract will be taken into account 
appropriately. [JTR 743.8] 


§ 847.743-9 Anticipated litigation 
under cost-plus-a-fized-fee prime con- 
tract. Where there is substantial risk of 
later litigation (e. g., actions under the 
Wages and Hours Act, State taxes) 
affecting reimbursable costs under a 
terminated cost-plus-a-fixed-fee prime 
contract, the agreement may expressly 
except such items from the releases. 
[JTR 743.9] 


§ 847.744 Approval of _ settlement 
agreement. The approval of the settle- 
ment agreement is discussed in the fol- 
lowing sections. [JTR 744] 


§ 847.744-1 Settlement review board. 
If so required by § 845.582 the contract- 
ing officer will submit the proposed set- 
tlement agreement to the settlement re. 
view board for its review and approval 
before its execution on behalf of the 
Government. [JTR 744.1] 


§ 847.744-2 Other approval. (a) 
Where the agreement involves more than 
$500,000, the contracting officer shall 
submit it for approval by such higher 
authority as may be required under 
§ 845.584-2. 

(b) A settlement agreement for a War 
Department prime contract does not re- 
quire approval by the Director of Pur- 


chases Division, Headquarters, Army 


Service Forces, even though the amount 
of the settlement exceeds $5,000,000, 
unless it contains provisions requiring 
such approval under other sections of 
this chapter, such as §§ 803.306 to 
803.308h. [JTR 744.2] 


§ 847.747 Payment under settlement 
agreements. Payment under the settle- 
ment agreements is discussed in the fol- 
lowing sections. [JTR 747] 


§ 847.747-1 Basis of payment. When 
a termination claim has been settled by 
agreement, a voucher or invoice showing 
the amount agreed upon, less amounts 
previously paid thereon, will be pre- 
pared and certified in accordance with 
§ 847.747-2, and presented to the dis- 
bursing officer for payment. The vouch- 
er or invoice will be supported by a copy 
of the settlement agreement. [JTR 
747.1) 


§ 847.747-2 Form of certificate. (a) 
The contractor will make the usual Form 
1034 certificate on a voucher or invoice 


for final payment under a settlement 
agreement. 

(b) The Comptroller General has pre- 
scribed the following new form of admin- 
istrative certificate for such cases: 

Pursuant to authority vested in me, I cer. 
tify that the within payment is due and pay. 
able under the terms of the attached settle. 
ment agreement, and that the title to all 
propery, if any, to be transferred to the 
Government under this agreement has been 
transferred. 


(c) In such cases, the new form of cer- 
tificate should be printed or typed on the 
reverse side of the Standard Form No, 
1034—Revised, with a reference stating 
“See decision of the Comp. Gen. 27 Sept. 
1944, A-49009, A-51607, and A-51624.” 
The form of administrative certificate on 
the face of the voucher should be stricken 
out, and the words “Certificate on Re- 
verse Hereof” should be substituted. The 
words “payment in full in accordance 
with the attached settlement agreement” 
should be included in the description 
under “Articles or Services” on the face 
of the voucher. [JTR 747.2] 


§ 847.748 Amendments to setilement 
agreements. Amendments to the settle- 
ment agreements are discussed in the fol- 
lowing sections. JTR 748) 


§ 847.748-1 Mistakes. (a) The chief 
of a service or bureau may amend any 
final settlement agreement made by such 
service or bureau to correct mistakes of 
the following types: 

(1) Mistakes or errors in the written 
agreement, or ambiguities therein, the 
correction of which would result in bene- 
fit to the Government, and 

(2) Mistakes and errors in the agree- 
ment, or ambiguities therein, which con- 
sist solely of a failure to express the true 
agreement (as approved by any settle- 
ment review board having authority in 
the matter) between the parties in ac- 
cordance with negotiations between 
them, or of a mutual mistake as to a ma- 
terial fact. 

(ob) Amendment under this § 847.748-1 
based upon mutual mistakes as to a 
material fact (or upon mistakes or am- 
biguities in the final settlement agree- 
ment not clearly apparent from the rec- 
ord of any settlement review board 
which passed upon the settlement) will 
be made only after approval by a settle- 
ment review board. The failure of & 
contractor to present or to present accu- 
rately, and of the Government to allow, 
a claim based on a cost incurred by the 
contractor or on a liability to which the 
contractor was subject, whether by rea- 
son of ignorance of such cost or liability 
or of its extent or for other reasons, shall 
not be regarded as a mutual mistake 
within the meaning of this section. Any 
modification of a final settlement agree- 
ment based upon such failure may be 
made only in accordance with §847.748-4. 
[JTR 748.1] 


§ 847.748-2 Amendments contem- 
plated by settlement agreement. The 
chief of a service or bureau may amend 
a final settlement agreement made by 
such service or bureau if the amendment 
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is one expressly provided for in the 
agreement, This may be done irrespec- 
tive of the date of final settlement and 
before or after final payment. However, 
any amendment of a final agreement by 
reason of mistake in the manner author- 
ized in § 847.748-1 will be subject to re- 
view as provided by that section, even 
though provision for the making of such 
amendment may have been included in 
the final settlement agreement. ([JTR 
748.2] 


§ 847.748-3 Amendments resulting in 
benefit to the Government. The chief 
of a service or bureau May amend any 
final settlement agreement where it is 
found that such amendment will be of 
benefit to the Government and is for full 
and adequate consideration moving to 
the Government. Examples of such 
amendments are (a) voluntary refunds 
of excessive profits or of other amounts 
paid to the contractor; (b) refunds of 
unanticipated credits from subcontrac- 
tors; and (c) refunds offered by the con- 
tractor in consideration of the waiver of 
the scrap warranty, where the contrac- 
tor has found a buyer who will utilize 
materials in production rather than as 
scrap. ([JTR 748.3] 


§ 847.748-4 Miscellaneous amend- 
ments, In cases where (a) an amend- 
ment is not authorized by §§ 847.748-1 to 
847.748-3, inclusive, or by other appli- 
cable War Department Procurement 
Regulations or Navy Procurement Direc- 
tives and (b) the chief of a service or 
bureau determines that it will promote 
the purposes of the act to amend a final 
settlement agreement, he will first ob- 
tain approval of the Readjustment Divi- 
sion, ASF or the Industrial Readjustment 
Division, OP&M, upon a full presentation 
of the relevant circumstances. Amend- 
ments under this section will be made or 
recommended only after approval by a 
settlement review board, pursuant to 
§ 845.582. [JTR 748.4] 


§ 847.748-5 Authority for amend- 
ments. (a) With respect to amend- 
ments of the settlement agreement un- 
der any terminated war contract, not 
finally settled at or before 21 July 1944, 
Section 6 (c) of the act provides that 
where such settlement of all or any part 
of any termination claim is made by 
agreement, the settlement shall be final 
and conclusive except, among other con- 
ditions, (1) to the extent otherwise 
agreed in the settlement or (2) by mu- 
tual agreement before or after payment. 
Accordingly, in all cases where final set- 
tlement took place on or after 21 July 
1944, such amendment will recite that 
it is made pursuant to the act. 

(b) In cases where final settlement of 
the terminated contract took place prior 
to 21 July 1944, amendments of such 
Settlement agreement will take place 
only (1) where the Government will re- 
ceive adequate new legal considera- 


tion, such as amendments pursuant to > 


$847.748-3 above, (2) in cases where 

such amendments authorized by 

§§ 803.308a, 803.308b, or 812.1252 and 

following of this chapter, or by Navy 
No. 225-9 


Procurement Directives’ paragraphs 
11,401 and following and-11,441 and fol- 
lowing or (3) where such amendment is 
otherwise authorized by law or applicable 
regulations. Such amendments will not 
recite that they are made pursuant to 
the authority of section 6 (c) of the act 
and any such amendment made pursu- 
ant to §§ 803.308a, 803.308b, or 812.1252 
and following of this chapter or by Navy 
Procurement Directives paragraphs 
11,401 and following and 11,441 and fol- 
lowing, will be approved or authorized 
in such sections. [JTR 
5 


SUBPART E—PROCEDURE FOR FORMULA. SET- 
TLEMENTS UNDER FIXED-PRICE CONTRACTS 


§ 847.750 Scope. This subpart dis- 
cusses the procedure for settling a ter- 
mination claim when the contracting 
officer and the prime contractor fail to 
agree upon a settlement. [JTR 750] 


§ 847.751 When formula settlement 
used. When the formula settlement is 
used is discussed in the following sec- 
tions. [JTR 751] 


§ 847.751-1 Failure of negotiations. 
When, after diligent efforts to negotiate 
a settlement, any termination claim 
under a prime contract has not been 
settled by agreement or has been so set- 
tled only in part, the contracting officer 
will determine the amount due by for- 
mule. Whenever a prime contractor is 
unreasonably delaying a negotiated set- 
tlement by inaction or otherwise, the 


‘contracting officer will take action 


promptly to settle the claim by formula, 

especially where the interests of subcon- 

tractors may be adversely affected by the 

oar of the prime contractor. [JTR 
§1.1] 


§ 847.751-2 Demand by prime con- 
tractor... Where a prime contractor has 
submitted his termination claim in sub- 
stantially the form prescribed by this 
subchapter, he may make a written de- 
mand for findings of the amount due on 
his claim or the unsettled part thereof, 
under section 13 (a) of the act. Upon 
such demand, he is then entitled to such 
findings within ninety days after his de- 
mand. Section 13 (c) (3) of the act 
makes it clear, however, that the con- 
tractor is expected to negotiate in good 
faith for the settlement of his claim 
before demanding such findings. (JTR 
751.2] 


§ 847.751-3 Application to subcon- 
tracts. (a) Where the Government has 
expressly undertaken by agreement or 
under the act to settle directly the ter- 
mination claim of a subcontractor, the 
subcontractor may demand findings with 
respect to his claim in accordance with 
section 13 (a). 

(b) Likewise, such a subcontractor is 
entitled to appeal or sue under the act 
in the same manner and under the same 
restrictions as apply to prime contrac- 
tors. 

(c) Unless the Government has ex- 
pressly undertaken to settle directly a 


1Not filed with the Division of the Federal 
Register. 
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subcontract claim, the subcontractor has 
no right to proceed against the Govern- 
ment under section 13 of the act. [JTR 
751.3] 


§ 847.752 Procedure for proving 
amount due on the claim. The proce- 
dure for proving the amount due on the 
claim is described in the following sec- 
tions. [(JTR 752] 


§ 847.752-1 Kind of proof required. 
Where a settlement is made by formula, 
the prime contractor has the burden of 
establishing, by proof satisfactory to the 
contracting officer, the amount due him 
on his ternfination claim. The contract- 
ing officer should generally accept photo- 
static or other copies of documents and 
records, and should not require original 
documents unless their authenticity is in 
dispute. (JTR 752.1] 


§ 847.752-2 Submission of evidence. 
(a) The contracting officer will give the 
prime contractor not less than fifteen 
days’ notice by registered mail to pro- 
duce, on or before a stated date, his writ- 
ten evidence bearing on the amount due. 
The contractor may submit such vouch- 
ers, verified transcripts of books of ac- 
count, affidavits and audit reports, and 
other documents as he may wish. The 
contracting officer may require the con- 
tractor to submit such additional docu- 
ments and data as he considers necessary 
in the particular case, and may cause 
such accounting and other investigations 
and audits to be made as he deems appro- 
priate. 

(b) If the contractor wishes to present 
oral testimony, or if the contracting offi- 
cer wishes testimony presented on behalf 
of the Government or by independent 
experts, or wishes to examine persons 
whose affidavits or reports have been 
submitted, the contracting officer, in his 
discretion, may hold a hearing, after due 
notice in writing to the contractor. In 
all cases, the contractor should be given 
full opportunity to submit, within a rea- 
sonable time, such additional documents, 
records and other evidence as he deems 
— to support his claim. [JTR 
752.2] 


§ 847.752-3 Preservation of evidence. 
The contracting officer shall retain in the 
files of the office to which he is attached 
or in the office of the chief of the service 
or bureau, as the chief of the service or 


- bureau may direct, a file containing 


copies of all written evidence and other 
data relied upon by him in making his 
findings and determination, except that 
original books of account and other 


’ original papers and documents may be 


returned to the contractor in view of 
his obligation to preserve them for ex- 
amination in accordance with section 19 
(a) of the act. [JTR 752.3] 


§ 847.752-4 Report. Where all or any 
part of a claim is to be settled by 
formula, the chief of the service or bu- 
reau will promptly so report in writing 
to the Readjustment Division, ASF, or 
Industrial Readjustment Branch, OP&M, 
stating the issues involved. Action on 
the settlement will not await any action 


on the report. [JTR 752.4] 
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§ 847.753 Basis of formula determi- 
nation. The basis of the formula de- 
termination is discussed in the following 
sections. [JTR 753] 


§ 847.753-1 Items allowed. ‘The con- 
tracting officer will determine the 
amount due on the claim on the basis 
of the formula in the termination article 
of the contract, without duplicating 
amounts included in negotiated partial 
settlements. Where the contract does 
not contain any formula, the contract- 
ing officer will determine the amount due 
on the basis of the formula in the ap- 
propriate approved termination article. 
The items included in the formula of the 
uniform article for fixed-price supply 
prime contracts are discussed in § 845.540 
and following. In applying the formula, 
the cost principles stated in § 845.551 will 
be followed in determining costs. [JTR 
753.1] 


§ 847.753-2 Finality of approved ac- 
tion. In making a formula settlement, 
the contracting officer will not re-ex- 
amine settlements with subcontractors 
made with his approval, or within dele- 
gated authority, before or after the 
breakdown of negotiations, and will al- 
low the costs of such settlements to the 
contractor under the applicable termi- 
nation article as part of the formula set- 
tlement. Similarly the contracting offi- 
cer will treat as final for the formula 
settlement any other action (such as 
dispositions of property) taken by the 
contractor before or after the break- 
down of negotiations in reliance upon 
the approval of the contracting officer, or 
under delegated authority. [JTR 
758.2] 


§ 847.753-3 Making of findings. 
After reviewing the information in his 
own Office and any additional data or 
evidence furnished by the prime con- 
tractor, the contracting officer will make 
his findings on the issues still in dispute 
and will transmit a copy of such findings 
to the contractor by registered mail. 
Where the contractor has properly de- 
manded findings under section 13 (a) of 
the act, such findings must be delivered 
to him within ninety days after the re- 
ceipt of the demand. The contracting 
officer may submit his proposed findings 
to the contractor for comment before 
making them final where he considers 
that such action may facilitate agree- 
ment or limit the area of disagreement. 
The findings will refer the contractor to 
his right of appeal within the Depart- 
ment and his right of appeal or suit in 
accordance with section 13 of the act. 
[JTR 753.3] 


§ 847.754 Form of findings. The form 
of findings is discussed in the following 
sections. [JTR 754] 


§ 847.754-1 General. The contract- 
ing officer will include in his findings the 
material prescribed by the following sec- 
tions. [JTR 754.1] 


§ 847.754-2 Contractor’s own costs. 
The contractor’s own costs to be paid 
under the formula settlement will be 
summarized, Ordinarily, this summary 
should substantially conforr* to the sum- 


mary on the standard proposal forms 
contained in §§ 849.962 and 849.963, 
should be supported by such additional 
schedules and analyses as the contracting 
officer deems appropriate. [JTR 754.2] 


§ 847.754-3 Allowance for profit. 
The findings should show the amount 
allowed by the contracting officer for 
profit. If the prime contract contains 
the uniform termination article, this 
item of profit should show separately 
(a) the amount allowed with respect to 
the cost of articles or materials not proc- 
essed by the contractor, and (b) the 
amount allowed with respect to other 
costs of the contractor. If the contract 
contains any other form of termination 
article, the contracting officer will in- 
clude in the findings a statement show- 
ing the method used in computing the 
profit allowed in accordance with the 
contract provision. [JTR 754.3] 


§ 847.754-4 Disposal credits. If dis- 
posal credits are substantial or cannot be 
appropriately explained in the summary, 
the findings should include a supporting 
schedule. [JTR 754.4] 


§ 847.754-5 Subcontract settlements. 
All settlements with immediate subcon- 
tractors should be listed with the name 
and address of each subcontractor and 
the amount of each settlement as ap- 
proved by the contracting officer or 
otherwise authorized. [JTR 754.5] 


§ 847.754-6 Settlement expenses. A 
schedule should be included for settle- 
ment and post-termination expenses, in- 
cluding the cost of preserving and pro- 
tecting the property. This schedule will 
show briefly the major items by classi- 
fication, with a description where neces- 
sary to clarify the figures. [JTR 754.6] 


§ 847.754-7 Aggregate amount due. 
The total amount found to be due to the 
prime contractor will be stated. Any 
amounts payable to the contractor in 
connection with a partial negotiated 
settlement should be listed separately for 
purposes of information. [JTR 754.7] 


§ 847.754-8 Certificate of contracting 
officer. The contracting officer should 
support his findings by a certificate 
stating that in his judgment the amount 


determined to be due for the termination . 


is fair and equitable. [JTR 754.8] 


§ 847.755 Appeal from findings within 
the War and Navy Departments. Appeal 
from the findings within the War and 
Navy Departments is discussed in the 
following sections. [JTR 755] 


§ 847.755-1 When allowed or re- 
quired. Under section 13 (c) of the act, 
the contractor in his discretion may 
resort to any procedure for appeal from 
such formula findtags provided by the 
War or Navy Department within the 
time specified in his contract, or if no 
time is specified, within thirty days after 
the delivery of the findings to him. 
Furthermore, if so required by regula- 


. tions of the Director, he must take such 


an appeal before resorting to appeal or 
suit under the act. No such regulations 
have as yet been issued by the Director. 
Any revision of the findings upon appeal 
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within the Department is treated as the 
findings of the Department for the pur- 
pose of any subsequent appeal or suit 
under the act. [JTR 755.1] 


§ 847.755-2 Modification of disputes 
article. (a) Section 13 (c) of the act 
modifies the usual Disputes article as 
applied to termination settlements. 
Until the Director orders otherwise, the 
prime contractor may appeal from the 
findings of the contracting officer di- 
rectly to the Appeal Board established by 
the act or may sue, without appeal with- 
in the Department. In either case the 
findings of the War or Navy Department 
are prima facie correct but are not con- 
clusive even as to questions of fact. 

(b) If the contracting officer refuses 
to make a negotiated settlement of all or 
any part of a termination claim, his ac- 
tion is not subject to appeal, either under 
the Disputes article or otherwise. How- 
ever, if the prime contractor demands 
findings on his claim in accordance with 
section 13 (a) of the act, and they are not 
delivered to him within 90 days after his 
demand, he is entitled to appeal or sue 
without such findings. [JTR 755.2] 


§ 847.755-3 Effect of failure to ap- 
peal. If the prime contractor does not 
take an appeal from the findings of the 
contracting officer within the time speci- 
fied in the Disputes article of the con- 
tract, or within the thirty days, they 
become the findings of the War or Navy 
Department with respect to the amount 
due to the contractor on his termination 
claim or the unsettled part thereof. 
(JTR 755.3] 


§ 847.755-4 Duty of contracting off- 
cer gn appeal. (a) If the contractor 
appeals within the War or Navy Depart- 
ment from the decision of the contract- 
ing officer, the contracting officer will 
transmit (through channels) to the ap- 
peals agency specified in the contract, 
a copy of his findings, a narrative state- 
ment of the action taken before the 
appeal and relevant to the issues raised © 
therein, and any other documents and 
papers required by the rules of the 
appeals agency. In his discretion, he 
may also submit such other schedules, 
office reviews, audit reports and records 
as he deems appropriate. 

(b) The determination by the appeals 
agency becomes the determination of the 
Department with respect to the termina- 
tion claim or unsettled part thereof. 
[JTR 755.4] 


§ 847.756 Appeal outside the Depart- 
ment. Appeal outside the Department 
is discussed in the following sections. 
[JTR 756] 


§ 847.756-1 Right of appeal. If the 
contractor does not accept the decision 
of the appeals agency within the Depart- 
ment, the act allows him to appeal to the 
Appeal Board established by section 13 
of the act, or to bring suit against the 
United States in the Court of Claims or 
in the United States District Court in 
accordance with subsection (20) of sec- 
tion 24 of the Judicial Code. This must 
be done within ninety days after delivery 
to him of the findings by the Depart- 
ment, or, if he appeals in the Depart- 
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ment, within ninety days after the deci- 
sion on his appeal, or within one year 
after his demand for findings, if they 
are not delivered. [JTR 756.1] 


§ 847.756-2 Effect of findings on ap- 
peal. In such suit or appeal, the find- 
ings of the Department are prima facie 
correct, and the burden is on the con- 
tractor to establish that the amount due 
on his claim exceeds the amount allowed 
py the findings of the Department. 
(JTR 756.2] 


§ 847.757 Notice and effect of ap- 
peals. The notice and effect of appeals 
are discussed in the following sections. 
{(JTR 757] 


§ 847.757-1 Effect on authority to 
settle. The pendency of any appeal 
within the Department or before the 
statutory Appeal Board. does not affect 
the authority of the chief of the service 
or bureau to settle the termination claim 
or any part thereof by a negotiated 
agreement with the war contractor at 
any time before the appeal is decided. 
(JTR 757.1] 


§ 847.757-2 Notice of appeal. The 
chief of the service or bureau will notify 
the Readjustment Division, ASF, or In- 
dustrial Readjustment Branch, OP&M, of 
each such appeal which is taken either 
to an appeals agency within the Depart- 
ment, or to the statutory Appeal Board, 
and of each suit under section 13 (b) of 
the act. [JTR 757.2] 


§ 847.758 Payments under formula 
settlements. Payments under the for- 
mula settlements are discussed in the 
following sections. (JTR 758) 


§ 847.758-1 Payment on account. (a) 
Within thirty days after delivering to 
the contractor the findings in a formula 
settlement, the contracting officer will 
authorize a partial payment to the con- 
tractor of 90 per cent of the amount de- 
termined to be due, after deducting from 
the 90 per cent the amount of any out- 
standing interim financing applicable to 
the contract. Such payments shall be 
subject to § 843.345. Before approving 
such a partial payment, the contracting 
officer may require the contractor to sub- 
mit a duly certified voucher or invoice 
therefor. 


(b) Any such partial payment shall be 
made upon a voucher or invoice contain- 
ing substantially the following state- 
ment: 


The payment covered by this voucher is 
made pursuant to section 13 (a) of the Con- 
tract Settlement Act of 1944 and is a partial 
payment of the amount due on the contrac- 
tor's termination claim under Contract 
a , aS determined by the War [or 
Navy] Department in findings dated -_-.-- 
This payment shall be applied 
against the amount finally payable by the 
Government to the contractor on such claim. 
If this payment, together with all other pay- 
ments made on such claim, exceeds the 
amount finally payable to the contractor on 
Such claim, the contractor agrees to repay the 
excess to the Government on demand. 


{c) The contracting officer will fur- 
nish the disbursing officer with a certifi- 
cate showing the amount determined by 


the findings to be due on the termination 


Claim, [JTR 758.1] 


§ 847.758-2 Final payment. (a) When 
the amount due the contractor on his 
termination claim has been finally deter- 
mined, a voucher or invoice showing the 
amount so determined to be due, less 
amounts previously paid thereon, will be 
prepared in the usual form and will be 
presented to the disbursing officer for 
payment. 

(b) The voucher or invoice should con- 
tain substantially the following state- 
ment: 


The payment covered by this voucher is a 
full and final payment of the amounts due 
on the contractor’s termination claim under 
, as determined pur- 
suant to section 13 (a) of the Contract Set- 
tlement Act of 1944 by the _--__-__-_----_- . 
[War or Navy Department, Appeal Board, 
Court of Claims, District Court] in findings 
dated 


(c) There will be attached to the 
voucher or invoice a certificate showing 
the amount determined to be due on the 
claim by the findings or decision referred 
to therein. [JTR 758.2] 


SUBPART F—-RECORDS OF SETTLEMENT 


§ 847.760 Scope. This subpart speci- 
fies the records to be retained by the 
service or bureau, and those to be re- 
tained by war contractors, and fixes the 
responsibility for their maintenance by 
the service or bureau. [JTR 760] 


§ 847.761 Retention of records by Gov- 
ernment. The retention of records by 
the Government is discussed in the fol- 
lowing sections. [JTR 761] 


§ 847.761-1 Duty toretain. The chief 
of each service or bureau will assure that 
adequate records are kept to substantiate 
termination settlements. The chief of 
each service or bureau will prescribe the 
manner in which termination settlement 
records are to be kept. Whenever prac- 
ticable, termination settlement records 
for each settlement should be main- 
tained in a single file. [JTR 761.1] 


§ 847.761-2 Period of retention. Such 
records will be kept for at least (a) five 
years after final settlement of the ter- 
minated contract, or (b) five years after 
disposition of termination inventory re-. 
lating to such contract, or (c) five years 
after termination of hostilities in the 
present war, as proclaimed by the Presi- 
dent or by a concurrent resolution of the 
two Houses of Congress, whichever ap- 
plicable period is longer. Thereafter 
such records will destroyed only in 
accordance with applicable law and reg- 
ulations. [JTR 761.2] 


§ 847.761-3 Records required to be re- 
tained. Unnecessarily voluminous files 
should not be accumulated, particularly 
in the case of small settlements. The 
records or information listed below 
should be retained in the files of the 
Department in each case, to the extent 
applicable. Where any of this informa- 
tion is included in the Standard Proposal 
Forms filed by the contractor (see- 
§§ 849.961 to 849.963), or in other retained 
records, separate records of such infor- 
mation are not required. 

(a) Copies of the prime contract, par- 
tial and final settlement agreements, and 
any other supplemental agreements ma- 
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terial to the termination settlement, in- 
cluding any which adds or amends the 
termination article. 

(b) Copies of the notice of termina- 
tion, and termination instructions. 

(c) Copies of settlement proposals 
submitted by the prime contractor, in- 
cluding all supporting statements, sched- 
ules and certificates. 

(d) Copies of subcontract settlements 
expressly approved or ratified by the 
contracting officer, and copies of any re- 
ports of reviews of subcontract settle- 
ments by Government personnel. 

(e) Records of partial payments or 
other interim financing, including ap- 
plications in support thereof. 

(f) Copies of authorizations to war 
contractors for final settlement of their 
subcontractors’ claims and for the dis- 
position of termination inventory, and 
of any revocation thereof. 

(g) Reports of accounting or other re- 
views for the Government. 

(h) Records of disposal of termination 
inventory, Government-furnished equip- 
ment and facilities, and of any credits 
arising therefrom, and copies of any 


‘storage agreements. 


(i) Memoranda of important confer- 
ences with the contractor at which deci- 
sions were made affecting the settlement. 

(j) Short report by the contracting 
officer prepared upon the conclusion of 
negotiations with the prime contractor, 
indicating the major considerations 
which led to his conclusion that the 
amount provided for in the settlement 
agreement was fair and reasonable. 

(k) Recommendations or decisions by 
settlement review boards, property dis- 
posal boards and appeal boards. 

(l) Copy of any findings made pur- 
suant to section 13 (a) of the act as to 
the amount due on termination, with 
the additional records required by 
§ 847.752-3. 

(m) Copies of any final reports or rec- 
ommendations of legal, accounting, 
property disposition and other technical 
personnel with respect to the settlement 
or the negotiation thereof. 

(n) Documents and significant cor- 
respondence with regard to counter- 
claims, set-offs, litigation, and other 
matters affecting the settlement. 

(o) Cutback records required by 
§ 842.231-3. 

(p) Copies of any delegation of au- 
thority by the contracting officer to any 
representative with respect to the settle- 
ment and of any revocation thereof, 

(q) Any other records which the con- 
tracting officer deems necessary in a par- 
ticular case. [JTR 761.3] 


§ 847.761-4 Application to direct set- 
tlements with subcontractors. In the 
case of direct settlements with subcon- 
tractors, the same records will be main- 
tained as prescribed in § 847.761-3 for 
settlements -with prime _ contractors. 
[JTR 761.4] 


$ 847.762 Records to be retained by 
war contractors. (a) Section 19 (a) of 
the act requires war contractors to pre- 
serve any of their records relating to any 
war contract of $25,000 or more and their 
records relating to any disposition of 
termination inventory, where the consid- 
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eration involved is $5,000 or more, until 
(1) five years after such disposition, or 
(2) five years after the final settlement 
of such war contract, or (3) five years 
after the termination of the present war, 
whichever applicable period is longer. 

(b) The uniform termination article 
requires the contractor, for a period of 
three years after final settlement under 
the contract, to make available to the 
Government, at all reasonable times at. 
the office of the contractor, all of its 
books, records, documents and other evi- 
dence bearing on the costs and expenses 
of the contractor under the contract and 
in respect of the termination of work 
thereunder. This article will require 
preservation of records in cases not cov- 
ered by the act, for the period stated. 
(JTR 762) 


Part 848—SPECIAL PROCEDURES AND 
REPORTS 
Cc. 


848.800 Scope of part. 
SUBPART A—CONSTRUCTION CONTRACTS 


848.810 Scope. 

848.811 Procedure for suspensions of per- 
formance under construction 
contracts. 

848.811-1 Suspensions under war contracts. 

848.811-2 Suspensions under civil works con- 

tracts. 

Basis of settlement for fixed-price 

construction contracts, 

848.812-1 General. 

848.812-2 Mobilization costs. 

848.813 Negotiated settlement. 

848.813-1 Methods. 

848.813-2 Profit allowance. 

848.814 Formula settlement for termi- 
nated fixed-price prime contract 
for construction. 

848.814-1 Under War Department article. 

848.814-2 Under Navy Department article. 

848.815 Basis of settlement for cost-plus- 
a-fixed-fee construction con- 
tracts. 


SUBPART B-—CONSOLIDATED TERMINATION PRO- 
GRAM FOR SELECTED CONTRACTORS 


848.820 Scope. 

848.821 Scope of consolidated program. 

848.821-1 Nature and purpose of the pro- 
gram. 

848.821-2 Procedures for consolidated termi- 
nation program. 

848.821-8 Work done by designated office. 

848.822 Assignment of contractors. 

848.822-1 Designation of selected contrac- 


848.812 


tors. 

848.822-2 Notification to selected contrac- 
tors. 

848.823 Authority for direct communica=- 
cation. 

848.824 Accounting review of settlement 


proposals of war contractor. 
848.824-1 Procedures. 
848.824-2 Recognition of accounting re- 
ports. 
Property disposal functions of 
designated office. 
848.825-1 Responsibility and authority for 
disposal. 
848.825-2 Recognition of property disposi- 
tion reports. 
848.825-8 Preliminary survey. 
848.825-4 Preparation of inventory sched- 
ules. 
848.825-5 Filing inventory schedules. 
848.825-6 Examination of inventory sched- 
ules. 
848.825-7 Allocability. 


848.825 


+ 


Seo 


848.825-8 Significant materials. 

848.825-9 Disposition of production and 
supply, and significant mate- 
rials. 


848.826 Residual property. | 
848.827 Limitations on authority. 
848.828 Reports of property disposal ac- 


tions. 
848.828-1 To whom submitted. 
848.828-2 When submitted. ' 
848.828-3 Form of report. 


848.829 Schedule of assigned contractors. 
SUBPART C—TERMINATION COORDINATIO; 
COMMITTEES 
848.830 Scope. 
848.831 Basis of joint program. 
848.832 Creation of Termination Ooordi- 


nation Committees. 

848.832-1 Nature and organization of com- 
mittees. 

848.832-2 Where formed. 

848.832-3 Subcommittees. 

848.833 Functions of Termination Coor- 
dination Committees. 


SUBPART D—TERMINATION OF WAR CONTRACTS 
WITH WAR SUPPLIES LIMITED (CANADA) 


848.840 Scope. 
848.841 Procedures for settlement. 
848.841-1 Notice of termination. 
848.841-2 Settlement by War Supplies Lim- 
ited. 
848.841-3 Settlement agreement, 
848.841-4 Duty to follow up. 
848.842 Basis of settlement. 
848.842-1 General basis of certificate. 
848.842-2 Termination inventory. 
848.842-3 Effect of certificate. 
848.842-4 Settlement of issues. 
848.842-5 Profit restrictions. 


SUBPART I—REPORTS OF STATUS OF TERMINATIONS 
AND OTHER REPORTS 


848.890 Scope. 

848.891 Duty to submit monthly status 
reports. 

848.891-1 Reports within War Department, 

848.891-2 Reports within Navy Department, 

848.892 Matters covered by status reports. 

848.892-1 Reports for fixed-price contract 
terminations. 

848.892-2 Reports for cost-plus-a-fixed-fee 
contract terminations. 

848.892-38 Reports for facilities termina- 
tions. 

848.892-4 Reports of plant clearance; ter- 
mination inventory. 

848.892-5 Reports of partial payments. 

848.892-6 Special reports. 

848.893 Forms of status reports. 

848.893-1 Standard fixed-price report forms. 

848.893-2 Standard cost-plus-a-fixed-fee re- 
port forms. 

848.893-3 Report forms for other termina- 
tion actions. 

848.893-4 Number of copies. 

848.894 General method of reporting for 
fixed-price and cost-plus-a- 
fixed-fee contract termination 
status reports. 

848.894-1 Successive partial terminations. 

848.894-2 Dollar amounts. 

848.894-3 Order of listing. 

848.894-4 Subcontract claims assumed by 
Government. 

848.894-5 Reconciliation; number of ter- 
minations, 

848.894-6 Subcontract settlements negoti- 
ated by an office other than the 
originating office. 

Detailed instructions as to stand- 
ard fixed-price report forms. 
848.895-1 Information required on report 

forms. 


Sec. 
848.895-2 Columns 16, 17, 18, 19, 20, 2i— 


Special Instructions for Ter. 
minations in Process. 

Detailed instructions as to stand. 
ard War Department cost-plus- 
a-fixed-fee forms. 

848.896-1 Information required on report 
forms. 

848.896-2 Status remarks. 

848.896-3 Revisions of previous month’s en- 


tries. 

848.897 Reserved. 

848.898 Special termination action re. 
ports. 


848.898-1 Monthly report of war contrac. 
’ tors authorized to settle sub- 
contracts. 


§ 848.800 Scope of part. Parts 840 to 
847 of this subchapter prescribe the pro- 
cedures generally applicable to termina- 
tions. This part deals with certain vari- 
ations from these procedures or supple- 
ments to them in the case of special 
classes of war contracts or war contrac- 
tors. It also specifies the reports re- 
quired for termination. [JTR 800] 


SUBPART A—CONSTRUCTION CONTRACTS 


§ 848.810 Scope. The policies and 
procedures prescribed by Parts 840 to 847 
apply to terminations of war contracts 
for construction, except to the extent 
inappropriate because of the nature of 
these terminations. This subpart deals 
with the principal variations from the 
general procedures. [JTR 810] 


§ 848.811 Procedure for suspensions 
of performance under construction con- 
tracts. The procedure for suspensions 
of performance under construction con- 
tracts is discussed in the following sec- 
tions. [JTR 811] 


§ 848.811-1 Suspensions under war 
contracts. The provisions of § 842.217, 
restricting the use of suspensions of per- 
formance, apply to construction con- 
tracts for milifary purposes. [JTR 
811.1] 


§ 848.811-2 Suspensions under civil 
works contracts, The provisions of 
§ 842.217 do not apply to River and Har- 
bor and Flood Control construction con- 
tracts. When work is suspended under 
such fixed-price construction contracts, 
the supplemental agreement made under 
§ 842.217-3 will be subject to the approval 
of the Chief of Engineers, and will pro- 
vide: 

(a) For compensating the contractor 
for- all completed work and for the 
expense of demobilizing his plant and 
organization; 

(b) For adjusting the contract price 
applicable to the remainder of the work 
under the contract, if and when the 
Government requests its resumption; 
and 

(c) For terminating the contract for 
the convenience of the Government, if 
the contracting officer and the contractor 
disagree as to the adjusted contract price 
for the remainder of the work which the 
Government desires resumed. [ 
811.2] 


\ 
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§ 848.812 Basis of settlement for 

ed-price construction contracts, The 
basis of settlement for fixed-price con- 
struction contracts is discussed in the 
following sections. [JTR 812] 


$ 848.812-1 General. The approved 
termination article for fixed-price prime 
contracts for construction differs from 
the approved articles for fixed-price 
prime contracts for supplies primarily in 
the basis of settlement. Under the con- 
struction article, the settlement covers 
not merely the terminated portion of the 
contract as under the supply contract 
article, but also covers all completed 
work done under the contract as well. 
Thus the settlement, whether by agree- 
ment or by formula, compensates the 
contractor for all the work done up to 
the time of termination, and for his 
preparations to complete the contract 
and for his post-termination expenses, 
(JTR 812.1] 


§ 848.812-2 Mobilization costs. In all 
fixed-price construction contracts there 
is a mobilization cost” which is similar 
in many respects to “starting load costs” 
under fixed-price supply contracts. 
(JTR $12.2] 


§ 848.813 Negotiated settlement. Ne- 
gotiated settlement is discussed in the 
following sections. [JTR 813] 


$848.813-1 Methods. In negotiating 
a settlement under a terminated fixed- 
price construction contract, the policies 
and procedures prescribed in §845.530 
and following apply except that the com- 
pensation will cover all work previously 


done, as stated in § 848.812-1. [JTR 
813.1] 
§ 848.813-2 Profit allowance. As un- 


der a supply contract, the prime con- 
tractor under a fixed-price construc- 
tion contract is not allowed any profit 
on work not done before termination. 
In determining the profit allowance, the 
contracting officer should take into ac- 
count the factors stated in § 845.533, 
but should apply them to all work pre- 
a done under the contract. [JTR 


§ 848.814 Formula settlement for ter- 
minated fixed-price prime contract for 
construction. The formula settlement 
for terminated fixed-price prime con- 
tract for construction is discussed in the 
following sections. [JTR 814] 


§848.814-1 Under War Department 
article. Under the fixed-price construc- 
tion contract article of the War Depart- 
ment, if the contracting officer and the 
Prime contractor do not agree within 90 
days on the amount payable for the ter- 
mination, the contractor is entitled to 
the following amounts: 

(a) The costs incurred by him with 
respect to the contract, including those 
for completed portions of the contract; 

(b) The cost of settling subcontracts; 

(c) A percentage of the estimated 
Profit on the total contract, based on the 
— of completion of work under it; 


(d) Post termination expense for the 
— of property and for settle- 


The total amount shall not exceed the 
total contract price, and is subject to 
deduction for any payments previously 
made, any unsettled claims for labor or 
materials, and any claim of the Govern- 
ment under the contract. [JTR 814.1] 


$ 848.814-2 Under Navy Department 
article. Under the fixed-price construc- 
tion contract article of the Navy Depart- 
ment, the prime contractor is entitled 
to the following amounts: 

(a) The contract price adjusted down- 
ward equitably to reflect the elimination 
of the terminated portion of the work 
without including any allowance for an- 
ticipated profit on the terminated work 
or for expenses covered by (b) below; 

(b) His costs incident to termination 
and not covered by the adjusted price, 
including the cost of any property trans- 
ferred to the Government and the cost 
of its protection, and any other reason- 
able expenses incident to termination, 
approved by the contracting officer, plus 
a profit of 6 per cent on the total of 
these items; and 

(c) The costs of settling terminated 
subcontracts. 


The total amount shall not exceed the 
total contract price, and is subject to 
deduction for any payments previously 
made to the contractor, and any unset- 
tled claims for labor or materials or any 
claims of the Government under the con- 
tract. [JTR 814.2] 


§ 848.815 Basis of settlement for cost- 
plus-a-fixed-fee construction contracts. 
The procedures prescribed by § 845.560 
and following for settling terminated 
cost-plus-a-fixed-fee contracts apply to 
terminated cost-plus-a-fixed-fee con- 
struction contracts. [JTR 815] 


SUBPART B—CONSOLIDATED TERMINATION 
PROGRAM FOR SELECTED CONTRACTORS 


§ 848.820 Scope. This subpart deals 
with the consolidated termination pro- 
gram established by the War and Navy 
Departments for selected contractors, 
and the designation of offices under that 
and their functions. 

0) 


§ 848.821 Scope of consolidated pro- 
gram. The scope of the consolidated 
program is set forth in the following sec- 
tions. [JTR 821] 


§$ 848.821-1 Nature and purpose of the 
program. (a) The consolidated termi- 
nation program provides for the assign- 
ment of selected contractors to particu- 
lar services of the War Department or 
offices of the Navy Department for pur- 
poses of field accounting reviews of set- 
tlement proposals or disposition of termi- 
nation inventories. 

(b) The purpose of the consolidated 
termination program is to avoid a dupli- 
cation of accounting and property dis- 
posal work which results when a number 
of services or contractors have supply 
contracts with a particular contractor 
and make independent field accounting 
reviews and property disposal decisions 
relative to termination claims arising 
under such contracts. [JTR 821.1] 


§ 848.821-2 Procedures for consoli- 
dated termination program, The spe- 
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cial feature of the consolidated termi- 
nation program is the reliance by one 
service upon the accounting reports and 
property disposal decisions of another 
service and the reliance upon the work 
of Government personnel by contractors. 
The other parts of this subchapter are 
applicable to claims handled under this 
consolidated program in the same man- 
ner as to any other termination claims. 
{JTR 821.2] 


§ 848.821-3 Work done by designated 
office. Where the office designated in 
accordance with § 848.822-1 delays un- 
duly in submitting an accounting or 
property disposal report, or where such 


- reports are not considered satisfactory 


by the contracting officer, he may report 
the situation to the Readjustment Divi- 
sion, ASF, or the Industrial Readjust- 
ment Branch, OP&M. [JTR 821.3] 


§ 848.822 Assignment of contractors. 
The assignment of contractors is dis- 
cussed in the following sections. [JTR 
822] 


§ 848.822-1 Designation of selected 
contractors. (a) The Readjustment Di- 
vision, ASF, and the Industrial Readjust- 
ment Branch, OP&M, will review recom- 
mendations for the selection of war con- 
tractors and will coordinate these recom- 
mendations with the services or offices 
involved. They will then assign con- 
tractors, or, in some cases appropriate 
divisions thereof, to individual services 
or to the Navy Department. 

(b) In the War Department, the chief 
of the service to which the contractor 
has been assigned will designate a local 
office of his service to perform the ac- 
counting and property disposal work for 
all services and the Navy Department. 

(c) In the Navy Department, the Cost 
Inspection Service, Bureau of Supplies 
and Accounts, will designate a field ac- 
counting office, and the Navy Material 
Redistribution & Disposal Administra- 
tion (NMR&DA) , Bureau of Supplies and 
Accounts, will designate a field disposal 
office to perform the accounting and 
property disposal work for all services 
and bureaus. 

(d) In all cases, contracting officers of 
the War and Navy Departments will be 
notified of such designations. The con- 
tractors selected to date and their desig- 
nated offices are listed in § 848.829. [JTR 
822.1] 


§ 848.822-2 Notification to selected 
contractors. When a war contractor has 
been assigned to a designated office, that 
office will notify the contractor in writing 
of the selection and of the scope of the 
work to be handled by the designated of- 
fice for the services and bureaus. The 
notice should indicate that the selection 
is made on the authority of this sub- 
chapter. [JTR 822.2] 


$ 848.823 Authority for direct commu- 
nication. When a contracting officer 
wishes to obtain information regarding 
a claim involving a contractor assigned 
to a designated office under this pro- 
gram, his request for such information 
should be made directly to that desig- 
nated office. Any designated office is au- 
thorized to communicate directly with 
war contractors, contracting officers, or 
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appropriate offices of the services or bu- 
reaus as to any matters relating to the 
terminated contracts. ([JTR 823] 


§ 848.824 Accounting review of settle- 
ment proposals of war contractor. The 
accounting review of settlement propos- 
als of the war contractor is discussed in 
the following sections. [JTR 824] 


§ 848.824-1 Procedures. (a) The des- 
ignated office will make all field account- 
ing reviews with respect to settlement 
proposals of the assigned war contractor 
(or assigned division thereof) where field 
accounting reviews are requested by a 
contracting officer or a higher tier war 
contractor, 

(b) Even without such requests, or in 
advance of such requests, the designated 
office will make field accounting reviews 
with respect to settlement proposals of 
the war contractor, where such exami- 
nation would be made in accordance 
with the established practice of the des- 
ignated office with respect to settlement 
proposals generally. 

(c) The accounting procedures set 
forth in the Joint Termination Account- 
ing Manual are applicable to the review 
or examination of settlement proposals 
under the consolidated program in the 
same manner as any other settlement 
proposals. [JTR 824.1] 


§ 848.824-2 Recognition of accounting 
reports. Contracting officers, prime con- 
tractors, and subcontractors under prime 
contracts of the War and Navy Depart- 
ments will accord accounting reports 
made under this program the same rec- 
ognition as accounting reports prepared 
by their own personnel. [JTR 824.2] 


§ 848.825 Property disposal functions 
of designated office. The property dis- 
posal functions of a designated office are 
set forth in the following sections. [JTR 
825] 


§ 848.825-1 Responsibility and au- 
thority for disposal. (a) The office of the 
service of the War Department to which 
a contractor is assigned, or the NMR&DA 
in the case of a contractor assigned to 
the Navy Department, shall be responsi- 
ble for the prompt disposal of termina- 
tion inventories of that contractor, 
whether arising under War or Navy De- 
partment prime supply contracts or sub- 
contracts thereunder. 

(b) Property disposal personnel of the 
designated office shall have the authority 
of contracting officers’ representatives 
with respect to termination inventories 
and shall follow the procedures of the 
Department or service to which the se- 
lected contractor is assigned, except as 
modified in this Subpart B. They shall 
take such action with respect to the 
disposal of termination inventories and 
the approval of sales and retentions 
thereof as the contracting officer for the 
War Department, or the contracting of- 
ficer and the NMR&DA for the Navy De- 
partment, is required to take under Part 
844 of this subchapter. 

(c) Property disposal personnel of the 
designated office shall promptly begin 
disposition of the termination inventory 
to the extent possible before receipt of a 
copy of the inventory schedules, ex- 
cept items included in production or 


supply lists or significant materials re- 
ferred to in § 848.825-8. 

(d) Offices of other services or bureaus, 
including inspection and engineering 
personnel, shall give the designated of- 
fice such technical assistance as may be 
reasonably requested, [JTR 825.1] 


§ 848.825-2 Recognition of property 
disposition reports. Contracting officers, 
prime contractors, and subcontractors 
under prime contracts of the War or 
Navy Departments will recognize and ac- 
cept for all purposes including any ter- 
mination settlement the prices at which 
any termination inventory has been re- 
tained or disposed of by the selected con- 
tractor with the approval of the desig- 
nated office. ([JTR 825.2] 


§ 848.825-3 Preliminary survey. 
When a war contractor is assigned to the 
designated office, property disposal per- 
sonnel of that office should make a pre- 
liminary survey of the war contractor’s 
procedures to determine: 

(a) The contractor’s products and the 
manufacturing processes involved; 

(b) The manner of taking inventories 
pertaining to termination claims, includ- 
ing segregation and storage of items in- 
cluded therein; 

(c) Types and amounts of storage 
space available to the contractor; 

(d) Procedures followed by the con- 
tractor upon receipt of notice of termi- 
nation; and 

(e) The contractor’s method of deal- 
ing with sybcontractor’s inventories. 
[JTR 825.3] 


§ 848.825-4 Preparation of inventory 
schedules. The designated office will ad- 
vise the contractor in the preparation of 
his inventory schedules. Contractors 


* will be required to list on separate sched- 


ules the items of material included in 
production and supply lists which the 
contracting officer or the Navy material 
inspector has previously furnished to the 
contractor, [JTR 825.4] 


§ 848.825-5 Filing inventory schedules. 
Contractors will submit inventory sched- 
ules for both War and Navy Department 
contracts directly to the designated of- 
fice In the case of termination claims 
under Navy prime contracts, and sub- 
contract claims thereunder of $10,000 or 
more, computed in accordance with 
§ 841.122, the designated office will 
promptly forward two copies of tne in- 
ventory schedules to the Navy material 
inspector cognizant of the war con- 
tractor. [TR 825.5] 


§ 848.825-6 Examination of inven- 


tory schedules. The designated office ° 


will be responsible for determining 
whether inventory schedules are in sat- 
isfactory form for storage and removal 
purposes and for verifying the existence 
of items listed on such schedules. [JTR 
825.6] 


§ 848.825-7 Allocability. For the pur-— 


pose of taking property disposal actions, 
reliance will be placed on representa- 
tions of the contractor with respect to 
the allocability of the inventory to a 
terminated war contract. [JTR 825.7] 


§ 848.825-8 Significant materials. 
The designated office will exercise its 


judgment as to what significant items 
of material, if any, in addition to those 
included in production and supply lists 
should be submitted to the contracting 
service or bureau for consideration. In 
the case of War Department contracts 
the designated office shall report the ex- 
istence and quantities of such items di- 
rectly to the chief of the contracting 
service and, in the case of Navy con- 
tracts, to the Navy material inspector, 
with a request that disposition instruc- 
tions be sent promptly to the designated 
office. [JTR 825.8] 


§ 848.825-9 Disposition of production 
and supply, and significant materials. 
(a) The designated office shall not dis- 
pose or approve the disposition of items 
included in production and supply lists, 
but shall forward copies of the inventory 
schedules listing such items to the chief 
of the contracting service, or in the case 
of Navy contracts, to the Navy material 
inspector cognizant of the contractor, 
with a request that shipping instructions 
be sent promptly to the designated office. 

(b) The designated office shall not dis- 
pose or approve the disposition of sig- 
nificant items referred to in § 848.825-8 
which it has referred to the chief of a 
contracting service or to the Navy ma- 
terial inspector for a period of fifteen 
days from the date of reference. If at 
the expiration of such period the desig- 
nated office has not received instructions 
covering such materials it shall proceed 
with their disposition. [JTR 825.9] 


§ 848.826 Residual property. The 
service of the War Department terminat- 
ing the prime contract, or the NMR&DA 
for the Navy Department, shall remove 
and store, in accordance with Part 844 
of this subchapter, all termination in- 
ventories which have not been sold, 
retained by the contractor or otherwise 
disposed of. [JTR 826] 


§ 848.827 Limitations on authority. 
(a) In exceptional cases, the contracting 
officer, by specific instructions, may limit 
the authority of the designated office. 

(b) Where a war contractor is author- 
ized to dispose, or approve the disposi- 
tion, of property, without review, the 
designated office shall not dispose of 
property within the scope of such au- 
thorization. 

(c) The designated offices shall not 
dispose of property which is subject to 
special agreements referred to in 
§ 844.457-3. 

(d) Material under cost-plus-a-fixed- 
fee contracts or other contracts under 
which the Government has title to such 
material, shall be disposed of as provided 
in § 844.444. [JTR 827] 


§ 848.828 Reports of property disposal 
actions. The reports of property dis- 
posal actions are discussed in the follow- 
ing sections. [JTR 828] 


§ 848.828-1 To whom submitted. Re- 
ports of property disposal actions in con- 
nection with prime contracts shall be 
submitted directly to the contracting 
officer in the case of War Department 
contracts, and in the case of Navy De- 
partment contracts to the contracting 
officer via the cognizant Navy materia 
inspector. In cases where the selecie 
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contractor submits settlement proposals 
as a subcontractor, copies should also be 
given to him for transmission to his cus- 
tomer. (JTR 828.1] . 


§ 848.828-2 When submitted. Re- 
ports shall be submitted at the time dis- 
posal is completed, or not later than ten 
days before the time for storage or re- 
moval as prescribed in Part 844 of this 
subchapter, or, when requested by the 
contracting officer for settlement pur- 
poses, whichever is earlier. [JTR 828.2] 


§ 848.828-3 Form of report. (a) The 
form of report may be varied to suit the 
particular situation, but should clearly 
cover all property disposition credits ap- 
proved by the designated office. 

(b) The report should indicate that 
property dispositions were made under 
the authority of this subchapter. [JTR 
828.3) 


§ 848.829 Schedule of assigned con- 
tractors. The contractors named in the 
following schedule have been assigned to 
the War Department and Navy Depart- 
ment under the Consolidated Termina- 
tion Program: 


Contractor, Accounting Office, and Property 
Disposal Office 


AC Spark Plug Div., General Motors Corp., 
Flint, Mich.; Detroit Ordnance District; De- 
troit Ordnance District. 

Allis Chalmers Mfg. Corporation, West 
Allis, Wis.; Chicago Ordnance District; Chi- 
cago Ordnance District. 

Aluminum Company of America, Pitts- 
burgh, Pa.; Army Air Forces, Eastern Procure- 
ment District; Army Air Forces, Eastern Pro- 
curement District. 

A. O. Smith Corporation, Milwaukee, Wis.; 
Army Air Forces, Mid-Central Procurement 
District; Army Air Forces, Mid-Central Pro- 
curement District. 

American Car & Foundry Co., Berwick, Pa.; 
Philadelphia Ordnance District; Philadelphia 
Ordnance District. 

Bendix Aviation Corp., Philadelphia Divi- 
sion, Philadelphia, Pa.; Army Air Forces, 
Eastern Procurement District; Army Air 
Forces, Eastern Procurement District. 

Bendix Aviation Corp., Eclipse Pioneer 
Div., Teterboro, N. J.; Army Air Forces, East- 
ern Procurement District; Army Air Forces, 
Eastern Procurement District. 

Bendix Aviation Corp., South Bend, Ind.; 
Army Air Forces, Mid-Central Procurement 
District; Army Air Forces, Mid-Central Pro- 
curement District. 

Bethlehem-Hingham Shipyard, Inc., Hing- 
ham, Mass.; Supervisory Cost Inspector’s Of- 
fice, First Naval District, Boston, Mass.; 
MR&DO, Boston, Mass. 

Bethlehem Steel Corporation, South Beth- 
lehem, Pa.; Supervisory Cost Inspector’s Of- 
fice, Fourth Naval District, Philadelphia, Pa.; 
MR&DO, Pittsburgh, Pa. 

Bohn Aluminum Co., Detroit, Mich.; Army 
Air Forces, Central Procurement District; 
oan Air Forces, Central Procurement Dis- 

ct. 

Carnegie-Illinois Steel Corporation, Pitts- 

h, Pa.; Supervisory Cost Inspector’s Of- 
fice, Fourth Naval District, Philadelphia, Pa.s 
MR&DO, Pittsburgh, Pa. 

Chrysler Corporation, Highland Park 
Branch, Detroit, Mich.; ‘Supervisory Cost In- 
Spector’s Office, Ninth Naval District, Chi- 
cago, MR&DO, Detroit, Mich. 

Cutler-Hammer, Inc., Milwaukee, Wis., 
Supervisory Cost Inspector’s Office, Ninth 


*Material Redistribution & Disposal Office 
(Navy Department). 


Naval District, Chicago, IL; MR&DO, Mil- 
waukee, Wis. 

Eaton Manufacturing Co., Cleveland, Ohio; 
Army Air Forces, Central Procurement Dis- 
trict; Army Air Forces, Central Procurement 
District. 

General Electric Co., Schenectady, N. Y.; 
Supervisory Cost Inspector’s Office, Third 
Naval District, New York, N. Y.; NMR&DA,? 
New York, N. Y. 

Goodrich Tire & Rubber Co., Akron, Ohio; 
Cleveland Ordnance District; Cleveland Ord- 
nance District. 

Goodyear Tire & Rubber Co., Akron, Ohio; 
Army Air Forces, Central Procurement Dis- 
trict; Army Air Forces, Central Procurement 
District. 

International Harvester Co., Chicago, IIl.; 
Chicago Ordnance District; Chicago Ordnance 


Joshua Hendy Iron Works, Sunnyvale, 
Calif.; Supervisory Cost Inspector’s Office, 
Twelfth Naval District, San Francisco, Calif.; 
MR&DO, San Francisco, Calif. 

Philco Radio Corporation, Philadelphia, 
Pa.; Signal Corps, Dayton Procurement Dis- 
trict; Signal Corps, Dayton Procurement Dis- 
trict. 

Pump Engineering Service Co., Cleveland, 
Ohio; Army Air Forces, Central Procurement 
District; Army Air Forces, Central Procure- 
ment District. 

Radio Corporation of America, Victor Divi- 
sion, Camden, N. J.; Supervisory Cost Inspec- 
tor’s Office, Fourth Naval District, Philadel- 
phia, Pa.; NMR&DA, New York, N. Y. 

_ Raytheon Mfg. Co., Waltham, Mass.; Super- 
visory Cost Inspector’s Office, First Naval Dis- 
trict, Boston, Mass.; MR&DO, Boston, Mass. 

Reynolds Metals Co.; Richmond, Va.; Army 
Air Forces, South Eastern Procurement Dis- 
trict; Army Air Forces; South Eastern Pro- 
curement District. 

Sperry Gyroscope Co., Brooklyn, N. Y.; 
Army Air Forces, Eastern Procurement Dis- 
trict; Army Air Forces, Eastern Procurement 
District. 

Thompson Products Co., Cleveland, Ohio; 
Army Air Forces, Central Procurement Dis- 
trict; Army Air Forces, Central Procurement 
District. 

Western Electric Co., Hawthorne Works, 
Cicero, Ill.; Supervisory Cost Inspector’s Of- 
fice, Ninth Naval District, Chicago, MIl.; 
MR&DO, Chicago, Il. 

Western Electric Co. Kearney Plant, 
Kearney, N. J.; Signal Corps, Monmouth Pro- 
curement District; Signal Corps, Monmouth 
Procurement District. 

Westinghouse Electric & Mfg. Co., Pitts- 
burgh, Pa.; Supervisory Cost Inspector’s Of- 
fice, Fourth Naval District, Philadelphia, Pa.; 
MR&DO, Pittsburgh, Pa. 

Zenith Radio Corporation, Chicago, Ill.; 
Signal Corps, Philadelphia Procurement Dis- 
trict; Signal Corps, Philadelphia Procurement 
District. 


District. 


SUBPART C—TERMINATION COORDINATION 
COMMITTEES 


§ 848.830 Scope. This subpart deals 
with the Termination Coordination Com- 
mittees established by the War and Navy 
Departments for the discussion of com- 
mon problems and the interchange of 
information relative to contract termi- 
nations. [JTR 830] 


$ 848.831 Basis of joint program. Be- 
cause the Government procures through 
separate Departments, and separate 
services within certain Departments, 
some war contractors deal with many in- 
dependent contracting offices and their 


* Navy Material Redistribution & Disposal 
Administration. 
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representatives. Each of these contract- 

ing offices, however, has information 

which would be of value to other con- 

tracting offices in the discharge of their 

responsibilities, particularly those relat- 

pn to termination settlements. [JTR 
] 


§ 848.832 Creation of Termination Co« 
ordination Committees. The creation 
of Termination Coordination Commit- 
tees is discussed in the following seo- 
tions. [JTR 832] 


§ 848.832-1 Nature and organization 
of committees. (a) To provide the 
means. for interchange of information 
among field offices, and, to the extent 
feasible, otherwise to coordinate their 
activities so as to minimize independent 
dealings with contractors when desired 
information exists in another independ- 
ent contracting office, local Termination 
Coordination Committees will be formed. 
Such committees will be composed, in 
the case of the War Department, of rep- 
resentatives of the services having dis- 
trict offices in the local area, and in the 
case of the Navy Department, of repre- 
sentatives of the Material Inspection 
Service, of the Cost Inspection Service, 
and of the Navy Material Redistribution 
and Disposal Administration function- - 
ing in these same areas. Normally, in 
the case of the War Department, the 
head of the district termination unit of 
each service will represent that service 
on the Termination Coordination Com- 
mittee. 

(b) In carrying out this program for 
coordination of termination activities, 
the Idcal offices have every opportunity 
to develop the desired coordination on 
the most flexible basis, taking into con- 
sideration local conditions in determin- 
ing the extent of the program. Every 
effort should be made to encourage these 
local committees to function as prompt- 
ly and effectively as possible in carrying 
out this program. [JTR 832.1] ” 


$ 848.832-2 Where formed. (a) The 
areas In which Termination Coordina- 
tion Committees should be formed are 
as follows: 

Detroit, Chicago, St. Louis, Cleveland, Los 
Angeles, Seattle, San Francisco, Philadelphia, 
Pittsburgh, Boston, Buffalo-Rochester-Syra- 
cuse, Cincinnati-Dayton-Columbus, New 
York, Atlanta-Birmingham, Dallas-Fort 
Worth, Minneapolis-St. Paul. 


(b) Inasmuch as the area organiza- 
tion of the services varies, it is not prac- 
ticable to fix exact boundaries for these 
areas. Where the local office of a service 
includes territory in more than one of 
the areas listed above, representatives 
should be appointed to each of the 
Termination Coordination Committees. 
Where the geographical areas of com< 
mittees overlap and involve possible du- 
plication of effort, the committees con- 
cerned will determine the geographical 
limits within which each will function. 
[JTR 832.2] 


§ 848.832-3 Subcommittees. The work 
of the local Termination Coordina<« 
tion Committee is carried on by subcom- 
mittees handling particular problems 
such as audit coordination, pretermina- 
tion and advance planning, property dis- 
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posal, training and public information. 
The Audit Coordination Committees ap- 
pointed by the War and Navy Depart- 
ments on 28 December 1942 have been 
expanded into subcommittees of the 
Termination Coordination Committees 
by including representatives of all serv- 
ices in each area as outlined in a joint 
letter from the Fiscal Director on be- 
half of the War Department and the 
Director, Cost Inspection Service for the 
Navy Department, dated 26 September 
1944. The activities of the Audit Co- 
ordination Committees have been ex- 
panded to include the coordination of 
pretermination interviews with con- 
tractors for the purpose of discussing or- 
ganization for termination accounting 
and the coordination of field examina- 
tions in regard to all accounting aspects 
of settlement proposals submitted by 
prime and subcontractors. [JTR 832.3] 


§ 848.833 Functions of Termination 
Coordination Committees. (a) Where 
one service has made examinations of 
particular phases of a contractor’s pro- 
cedures relating to accounting, property 
disposal, or other matters, such informa- 
tion should be made available to the in- 
terested services and contractors, in 
every way practicable, to avoid duplica- 


. tion of work. Termination Coordina- 


tion Committees should consider the 
various means by which such informa- 
tion can be made available to accom- 
plish this objective. 

_ (b) Termination Coordination Com- 
mittees can also play a very important 
role in relation to the Consolidated 
Termination Program discussed in Sub- 
part B. They can make surveys and 
recommend contractors in their respec- 
tive areas which can be advantageously 
assigned to a designated service for joint 
accounting and property disposal work 
in connection with contract termina- 
tions. These recommendations should 
be submitted to the Readjustment Di- 
vision, ASF, and to the Industrial Read- 
justment Branch, OP&M. As a general 
rule, contractors should be recommended 
for both the accounting and property 
disposal programs, but in some cases it 
may be desirable to proceed with either 
the accounting or property disposal pro- 
grams before the other program is 
deemed to be advisable. [JTR 833] 


SUBPART D—TERMINATION OF WAR CON- 
TRACTS WITH WAR SUPPLIES LIMITED 
(CANADA) 


§ 848.840 Scope. This subpart con- 
tains the procedures and policies to be 
followed upon termination at the option 
of the United States of contracts be- 
tween any service of the War Depart- 
ment and War Supplies Limited for pro- 
duction in Canada. These procedures 
and policies are consistent with a letter 
of understanding dated 19 July 1944 
signed by the Under Secretary of War 
and the President of War Supplies 
Limited. ([JTR 840] 


§ 848.841 Procedures for settlement. 
The procedures for settlement are set 
forth in the following sections. [JTR 
841] 


§ 848.841-1 Notice of termination, (a) 
The service will send the notice of ter- 
mination of a War Supplies Limited con- 
tract (and subsequent instruments re- 
lating to the termination) to the Wash- 
ington office of War Supplies Limited at 
1205 15th Street, NW., Washington 5, 
D.C. 

(b) The service and War Supplies 
Limited will agree between themselves 
on the number of copies of each instru- 
ment required for files and distribution. 
(JTR 841.1] 


§ 848.841-2 Settlement by War Sup- 
plies Limited. (a) War Supplies Limited, 
acting through the Canadian Depart- 
ment of Munitions and Supply, will settle 
the termination claims of the suppliers 
in accordance with the principles and 
procedures applied generally by the 
Canadian Government in the termina- 
tion of its own war contracts for its con- 
venience. 

(b) On the basis of such settlements, 
War Supplies Limited will determine the 
net amount, if any, which is fairly and 


‘reasonably owing by the War Depart- 


ment to War Supplies Limited on ac- 
count of the terminated contract, and 
will certify this amount to the service 
on the form of certificate set forth at 
§ 849.989-1. [JTR 841.2] 


§ 848.841-3 Settlement agreement. 
On the basis of the certificate, the serv- 
ice will prepare a settlement agreement 
in the form set forth at § 849.989-2. The 
settlement agreement will be executed 
by both parties, and payment, if any, 
will be made thereon in usual course. 
[JTR 841.3] 


§ 848.841-4 Duty to follow up. The 
service will follow up with War Supplies 
Limited on the progress of the termina- 
tion settlement if advice has not been 
received of its completion within three 
months after the effective date of the 
termination. [JTR 841.4] 


§ 848.842 Basis of settlement. The 
basis of settlement is set forth in the fol- 
lowing sections. [JTR 842] 


§ 848.842-1 General basis of certifi- 
cate. (a) The net amount certified by 
War Supplies Limited to the War De- 
partment for payment will, in general, 
be based upon the net amounts found to 
be due under settlements made with the 
suppliers (so far as properly allocable to 
the terminated contract between the 
War Department and War Supplies Lim- 
ited), less appropriate deductions or off- 
sets for the value of unfinished mate- 
rials, work in process, tools, equipment, 
etc. of the suppliers taken over from 
them by the Canadian Government, its 
agencies, or wholly-owned corporations 
in the course of or as part of the settle- 
ments. 

(b) ‘The value of any of the several 
types of property so taken over may be 
established either by appraisal or by ac- 
tual sale, as War Supplies Limited in 
its discretion in each instance may deem 
proper. In no event, however, will the 
amount determined to be owing by the 
War Department include any charges, 
costs or expenses which under any agree- 


ment between the War Department and 
War Supplies Limited are not to be in- 
cluded as factors of cost. [JTR 842.1] 


§ 848.842-2 Termination inventory. 
Unless otherwise agreed upon in particu- 
lar cases between the service and War 
Supplies Limited, no materials or physi- 
cal property of any kind (except articles 


’ completed and on hand upon the effec- 


tive date of the termination notice or 
allowed under the provisions of the ter- 
mination notice to be completed) will 
be turned over to the War Department 
as part of any termination settlement 
with War Supplies Limited. The object 
will be to express the whole obligation 
of the War Department on the termina- 
tion of each contract with War Supplies 
Limited as a specified dollar amount. 
[JTR 842.2] 


§ 848.842-3 Effect of certificate. The 
certificate by War Supplies Limited will 
be accepted as the basis for the settle- 
ment agreement with War Supplies Lim- 
ited without further inquiry by the serv- 
ice (except as further inquiry may be 
made pursuant to § 848.842—4) and with- 
out further inquiry by the War Depart- 
ment finance officers. [JTR 842.3] 


§ 848.842-4 Settlement of issues. Any 
service will refer through channels to 
the Assistant Director for Contract Set- 
tlement, Readjustment Division, ASF, 
any issues, whether of a general or spe- 
cific nature, which may arise in con- 
nection with the termination of contracts 
with War Supplies Limited. Such refer- 
ence will be made whenever the service 
believes that the terms of a proposed 
settlement are not in the best interests 
of the United States. The Chief, Con- 
tract Settlement Branch, will resolve any 
such issues, where necessary, by agree- 
ment with a representative of War Sup- 
plies Limited. [JTR 842.4] 


§ 848.842-5 Profit restrictions. All 
payments made by the War Department 
on account of terminated contracts will 
remain subject to the basic agreement 
heretofore made with reference to the 
limitation of profits derived under con- 
tracts placed by the War Department 
with War Supplies Limited. [JTR 842.5] 


SUBPART I—REPORTS OF STATUS OF TERMI- 
NATIONS AND OTHER REPORTS 


§ 848.890 Scope. This subpart covers 
the preparation and submission by each 
service and bureau of monthly reports on 
terminations initiated, in process of set- 
tlement, and settled, and of other regu- 
lar reports, [JTR 890] 


§ 848.891 Duty to submit monthly 
status reports. Duty to submit monthly 
status reports is discussed in the follow- 
ing sections. [JTR 891] 


§ 848.891-1 Reports within War De- 
partment. (a) In the War Department, 
each procurement office, except those re- 
porting to the commanding general of @ 
service command, will prepare contract 
termination reports for each calendar 
month and submit them to the chief of 
the service (or through channels to the 
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Assistant Chief of Air Staff, M & 8 for 
Army Air Forces), on the dates specified 


by him. 

(b) On or before the tenth day of each 
month, the chief of each service (the As- 
sistant Chief of Air, M & § for Army Air 
Forces) will file with the Readjustment 
Division, ASF, the original and one copy 
of each monthly contract termination 
status report (for fixed-price contract 
terminations and for cost-plus-a-fixed- 
fee contract terminations) filed with him 
for the preceding month. He will also 
file the original and one copy of the con- 
solidated report for his service of partial 
payments on termination settlements. 
On or before the twelfth day of each 
month, he will file the original and one 
copy of his consolidated report for plant 
clearance—termination inventory. 
{(JTR 891.1] 


§ 848.891-2 Reports within Navy De- 
partment. (a) In the Navy Department, 
each termination unit in the field will 
prepare a contract termination report for 
each calendar month and submit it to the 
termination unit of the appropriate bu- 
reau on the date specified by it. 

(b) The chief of each bureau shall 
submit a termination report for each 
month to the Industrial Readjustment 
Branch, OP&M, within ten days after the 
end of that month. (JTR 891.2] 


§ 848.892 Matters covered by status 
_reports. The matters covered by status 
reports are discussed in the following 
sections. [JTR 892] 


§848.892-1 Reports for fixed-price 
contract terminations. The report will 
cover all terminations of fixed-price con- 
tracts for the convenience of the°Govern- 
ment regardless of the type or amount of 
the contract, where a formal notice of 
termination was issued to the contrac- 
tor, but will exclude agreements reached 
by the use of “Change Orders.” The re- 
port will cover all terminations settled 
during the month and those still in proc- 
ess of settlement. When a final settle- 
ment is made with a contractor, full in- 
formation asked for in all the columns of 
the report should be furnished. De- 
tailed instructions for preparation of this 
report are included in §§ 848.894 and 
848.895. ([JTR 892.1] 


§ 848.892-2 Reports for cost-plus-a- 
fited-fee contract terminations. (a) 
The War Department report will cover 
all terminations of cost-plus-a-fixed-fee 
prime contracts for the convenience of 
the Government, including terminations 
accomplished by means of “Changes 
Articles”, filed within the following 
groups: 

(1) Complete terminations 

(2) Partial terminations in excess of 
$10,000 or 10% of the original contract 
Price (whichever is the -larger) which 
require that subcontracts or orders for 
Supplies or materials be cancelled or 
modified. 


It will cover all such terminations set- 
tled during the month and those still in 
Process of settlement. When a final set- 
tlement is made with a contractor, full 
information asked for in all columns of 
the report should be furnished on com- 
Plete terminations. All available infor- 
No. 225-10 


mation will be furnished on partial ter- 
minations. Detailed instructions for 
preparation of this report are included 
in §§ 848.894 and 848.896. 

(b) Navy cost-plus-a-fixed-fee con- 
tract terminations will be reported each 
month separately from fixed-price prime 
contract terminations. [JTR 892.2] 


§ 848.892-3 Reports for facilities ter- 
minations. Terminations of special fa- 
cilities prime contracts will not be in- 
cluded in the report for terminations of 
fixed-price contracts. Procedures for 
preparation of this report are being pre- 
pared and will be included in this part 
when completed. [JTR 892.3] 


§ 848.892-4 Reports of plant clear- 
ance; termination inventory. (a) The 
War Department report will cover clear- 
ance requests completed during the 
month and those awaiting clearance at 
the end of the month. Control Approval 
Symbol RCC-11 has been assigned to this 
report. For the purpose of this report, 
the term “clearance request” refers to 
each separate listing, or group of listings, 
filed by the prime contractor, or sub- 
contractor, and accepted by the govern- 
ment as satisfactory. The term “clear- 
ance requests completed” covers dispo- 
sition by sale or retention by the con- 
tractor, removal of property by the Gov- 
ernment, or storage with the contractor 
under a storage agreement. 

(b) The contents of the report will be 
as follows: 

(1) Number of clearance requests 
completed during the month segregated 
as follows: 

(i) Clearance requests completed 
within 60 days; 

(ii) Clearance requests completed in 
more than 60 days. 

(2) Number of clearance requests on 
hand at end of month which have not 
been completed. 

(3) Listing of clearance requests on 
hand at end of month which were re- 
ceived prior to the first day of the pre- 
ceding month. This listing will include 
the following information: 

(i) Name and address of contractor; 

(ii) Contract number (if request is 
from a prime contractor); 

(iii) Prime contractor’s name and 
contract number (if request is from a 
subcontractor) ; 

(iv) Approximate cost of property not 
yet removed; 

(v) Reason for delay; 

(vi) Action being taken or to be taken 
to effect completion. 

(c) Navy Department procedures for 
preparation of reports of plant clearance 
requests are being developed and will be 
included in this part when completed. 
[JTR 892.4] 


§ 848.892-5 Reports of partial pay- 
ments. Procedures for preparation of 
this report are being prepared and will 
be included in this part when completed. 
(JTR 892.5) 


§ 848.892-6 Special reports. Special 
reports of contract termination action 
will be required from time to time. In- 
structions for their preparation are in- 
cluded in § 848.898. [JTR 892.6] 
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§.848.893 Forms of status reports. 
The forms of status reports are discussed 
in the following sections. [JTR 893] 


§$ 848.893-1 Standard fixed-price re- 
port forms. (a) The War Department 
report will be prepared on W.D., A.G.O. 
Form No. 505 (Monthly Contract Ter- 
mination Status Report). The report 
form is available at the A.G. Pentagon 
Depot, Washington 25, D.C. The Con- 
trol Approval Symbol is PDE-10. * 

(b) The Navy report will be prepared 
on Farm NavExos 753-4-5 and the re- 
port forms can be obtained from the In- 
dustrial Readjustment Branch, OP&M, 
Navy Department, Washington 25, D. C. . 
[JTR 893.1] 


§ 848.893-2 Standard cost - plus-a- 
fixed-fee report forms. The War De- 
partment report will be prepared on 
W.D., A.G. Form No. 0405. The report 
form is available at the A.G. Pentagon 
Depot, Washington 25, D. C. Control 
Approval Symbol RCC-6 has been as- 
signed to this form. The Navy Depart- 
ment report will be prepared on Form 
NavExos—755 submitting the informa- 
tion called for in the first eight columns, 
until new forms are issued. [JTR 893.21 


§ 848.893-3 Report forms for other 
termination actions. No standard re- 
porting form has been devised for re- 
ports described under §§ 848.892-3, 848.- 
892-4, 848.892-5, and 848.892-6. [JTR 
893.3] 


§ 848.893-4 Number of copies. The 
number of copies of the report to be filed 
will be prescribed by the chief of the 
service or bureau. [JTR 893.4] 


$ 848.894 General method of report« 
ing for fixed-price and cost-plus-da-fired- 
fee contract termination status reports. 
The general method of reporting for 
fixed-price and _  cost-plus-a-fixed-fee 
contract termination status reports is set 
ao in the following sections. [JTR 

mer 


§ 848.894-1 Successive partial termi- 
nations. (a) Where successive partial 
terminations are made under one prime 
contract, each such termination will be 
treated as a separate transaction, unless 
it is intended to settle all partial termi- 
nations in one settlement agreement. 

(b) When a further termination is 
made against a contract which has al- 
ready been partially terminated and it is 
intended to settle all partial termina- 
tions in one supplemental agreement, the 
previous partial termination should be 
listed under a “Rescinded” section of the 
monthly report with an appropriate ex- 
planation. Thus the total terminations 
to date against the contract will be 
picked up as a single authorized case un- 
der the date of the latest current ter- 
mination. [JTR 894.1] 


§ 848.894-2 Dollar amounts. The 
sum shown in the columns will be to the 
nearest dollar. No dollar symbols will 
be used in the amount columns, [JTR 


894.2) 


§ 848.894-3 Order of listing. The fol- 
lowing instructions apply to both the 
War and Navy Departments, except that 
(a) applies to the Navy only: 


(a) Navy -— Terminations initiated 
during the month will be listed in chron- 
ological order based on the effective date 
of termination. 

(b) Terminations settled or completed 
during the month are to be listed in 
chronological order based on the effec- 
tive date of termination and appropriate 
columns are to be added individually and 
the totals entered in their respective 
columns. 

(c) Terminations rescinded or trans- 
ferred are to be listed in chronological 
order based on the effective date of ter- 
mination and appropriate column totals 
entered in their respective columns. 
Cases reported as rescinded or trans- 
ferred must be completely explained so 
that the proper corrections may be made 
in the consolidated War or Navy Depart- 
ment reports. A termination trans- 
ferred means the transfer to another 
procurement office for settlement of a 
termination previously reported as in 
process. A termination will not be re- 
ported as transferred until the office to 
which the transfer was made has ac- 
knowledged receipt and has stated that 
the termination will be picked up on its 
next report. 

(d) Terminations in process of settle- 
ment will be listed in chronological order 
based on the effective date of termina- 
tion. Columns containing information 
as to number of transactions and 
amounts involved are to be added indi- 
vidually and the totals entered in their 
respective columns, 

(e) Terminations in process—Sus- 
pended settlements will be listed in 
chronological order based on the effective 
date of termination. In preparing the 
report, the reporting unit will segregate, 
under the heading “Suspended Termina- 
tion Settlements”, any case which has 
not been settled, whenever: 

(1) The terminated contract is in liti- 
gation; or 

(2) The terminated contract is before 
the Department Board of Contract Ap- 
peals, or Compensation Board, or an- 
other appeal agency; or 

(3) The reporting office lacks author- 
ity to settle or is awaiting decision or 
action by authority higher than the 
service or bureau involved; or 

(4) Other causes beyond the control 
of the bureau or service prevent settle- 
ment including settlements being han- 
dled by War Supplies, Ltd., and termi- 
nated more than three months. 

The decision to segregate any case on 
the report is subject to approval by the 
chief: of the service or bureau at the 
time the report is forwarded. Status of 
each segregated case will continue to be 
reported on the monthly report until 
finally settled. [JTR 894.3] 


§ 848.894-4 Subcontract claims as- 
sumed by Government. Where the prime 
contractor’s claim has been completely 
settled except for the obligations to one 
or more subcontractors which have been 
assumed by the Government for direct 
settlement, the prime contract and all 
such subcontracts which are settled will 
be reported as settled under the heading 
“Terminations Completed”. Each of the 
obligations assumed by the Government 


will be reported as a separate termina- 
tion and treated in the same manner as 
the termination of a prime contract made 
upon the effective date of the notice of 
termination from the higher tier con- 
tractor. [JTR 894.4] 


§ 848.894-5 Reconciliation; number of 
terminations. A reconciliation of the 
number of terminatigns received, com- 
pleted and on hand is to be shown on 
the last sheet of each report in the fol- 
lowing form: 

Terminations pending per last report 

Terminations authorized during month 

Total terminations to be accounted for 

Terminations settled during month 


Terminations rescinded or transferred dur- 


ing month 
Terminations pending end of month 
Terminations pending 0-6 months 
Terminations over 6 months. 


[JTR 894.5] 


§ 848.894-6 Subcontract settlements 
negotiated by an office other than the 
originating office. On completion of its 
action with respect to the subcontractor’s 
claim, the negotiating office will forward 
to the originating office the following 
information: 

(a) Statement of amount of subcon- 
tractor’s original claim; 

(b) Statement of amount of negoti- 
ated net settlement; 

(c) Statement of the cost of property 
taken over by the Government in con- 
nection with the settlement payment. 

This information will be reported on 
the status report of the originating office. 
[JTR 894.6] 


§ 848.895 Detailed instructions as to 
standard fixed-price report forms. The 
detailed instructions as to standard 
fixed-price report forms are set forth in 
the following sections. [JTR 895] 


§ 848.895-1 Information required on 
report forms. The succeeding para- 


graphs indicate the information to be. 


contained in the report form. 


(a) Column 1: Contract number. 

(b) Column 2: Name of contractor. Be- 
cause of limited space, the full name of the 
contractor need not be given. Sufficient in- 
formation will be given to permit identifica- 
tion. 

(c) Column 8: Item. Because of limited 
Space, the full description of the items need 
not be given. Sufficient information will be 
given to permit identification of the item 
being manufactured under the contract, 

(d) Column 4: Partial or complete. In- 
dicate by the symbol “P” or “C” whether the 
termination is partial or. complete. A par- 
tial termination is one in which only a part 
of the uncompleted portion of the contract is 
terminated and the balance is to be con- 
tinued after the effective date of termination. 
A complete termination is one in which the 
entire uncompleted balance of a contract is 
terminated. 

(e) Column 5: Date termination author- 
ized. The date of termination authorization 
is the date on which the authorization for 
termination was written by the responsible 
Office of the service or bureau. If termina- 
tion proceedings are initiated before the writ- 
ten notice By a contracting officer, the date 
on which the action was initiated will be 
used as the date of the termination author- 
ization. 

(f) Column 6: Effective date of termina- 
tion. This is the date specified in the notice 
of termination as the effective date or, in 
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the event no date is specified, the best esti- 
mate will be used until the contractor’s pro- 
posal is received. For successive partial ter. 
minations on the same contract, the effective 
dates for each will be shown. If there is 
any change inthe effective date, such revi- 
sion will be prefixed. by (R). The final re- 
vised date must agree with that shown on 
the prime contractor’s settlement proposal. 

(g) Column 7: Amount of contract. En- 
ter the total amount of the contract, includ- 
ing supplements. If a contract is partially 
terminated and later terminated in respect 
of the continued portion, each such termina- 
tion will be treated as a separate transaction, 
but the value is to be listed again in this 
column in parentheses, 

(h) Column 8: Contract price of material 
cancelled. Insert the contract price of the 
terminated items. Use best possible estimate 
until correct figures can be ascertained. 
Whenever any figure is changed from that 
shown on previous month’s report, the re- 
vised amount will be prefixed by (R). The 
final revision must agree with the amount 
shown as “Not To Be Completed” on the 
settlement proposal form. 

(i) Column 9: Contractor’s proposal; date 
of filing. Enter the da®e on which the prime 
contractor’s claim for his own charges was 
received. In the event of interim proposals, 
carry the original date until the case has 
been completed, prefixed by (I). The date 
of the latest interim proposal or the final 
proposal will be shown below this original 
date prefixed by (I) or (F), whichever is 
applicable. The standard proposal form in- 
dicates whether proposals are interim or 
final. 

(j) Column 10: Contractor’s proposal; 
amount: exclusive of subcontractors. This 
column is to reflect the dollar amount repre- 
senting the prime contractor’s own charges 
applicable to the portion of the contract not 
to be completed. For proposals submitted 
on Settlement Proposal Form 1, this amount 
will be line 13 plus line 16. For proposals 
submitted on Settlement Proposal Form 1a, 
this amount will be line 2 plus line 3. For 
proposals submitted on Settlement Proposal 
Form 1b, this amount will be line 13 plus line 
15. The difference between this amount (the 
amount of final claim—see (i) above) and 
the amount entered in column 17 for com- 
pleted cases will represent the net change 
resulting from negotiation. Where the con- 
tractor submits interim proposals, the 
amount of the most recent revision will be 
shown opposite the most recent proposal date 
(see column 9). Previous proposal figures 
will be omitted. 

(k) Column 11: Subcontractors’ claims; 
number of claims submitted. Enter number 
of first tier subcontractors’ claims submitted 
by the prime contractor to the office adminis- 
tering the termination. This includes claims 
of suppliers and vendors of standard articles. 
This will not include “No Claim” agreements 
reached by prime contractors with their sub- 
contractors. If the prime contractor has 
been given authority to settle without Gov- 
ernment approval certain first tier subcon- 
tractor claims, the number of such claims 
should be included. f 

(1) Column 12: Subcontractors’ claims; 
total amount. Enter the total dollar value 
of all first tier subcontractors’ claims submit- 
ted by the prime contractor to the office ad- 
ministering the termination. This column 
is intended to represent the amounts 4 
proved by the prime contractor, and 1s at 
necessarily the same as the amount er 
by the contracting officer in final settlemen 
as shown in Column 18. If the prime ool 
tractor has been given authority to _ 
without Government approval certain = 
tier subcontractor claims, the amount of ye 
claims should be included. The amount © 
subcontractors’ claims should be stated nv 
shown on line 14 of Settlement Propos® 


Form 1 and 1b. 
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(m) Column 18: Subcontractors’ claims; 
number of claims approved. Enter the num- 
ber of first tier subcontractors’ claims which 
have been approved by the contracting officer, 
and those approved by prime contractors 
where authority has been granted to settle 
without Government approval, as of date of 
preparation of the report. 

(n) Column 14: Partial payments; for the 
benefit of prime contractors. Enter the total 
amount of partial payments made to the 
prime contractor solely for his use and bene- 
fit, and the amount of withdrawals from 
advance payment accounts authorized for ter- 
mination financing under §§ 843.330 and fol- 
lowing. 

(o) Column 15: Partial payments; for 
benefit of subcontractors. Enter the total 
amount of partial payments made for the use 
and benefit of subcontractors whether such 
amounts are paid to the prime contractor for 
the account of the subcontractors or are 
paid direct to subcontractors, and the amount 
of withdrawals from advance payment ac- 
counts authorized for termination financing 
under §§ 843.330 and following. 

(p) Column 16: Details of final -settle- 
ment; date. Enter the date on which the 
supplemental agreement incorporating the 
final settlement is received by the contracting 
officer, signed by both the contractor and the 
contracting officer. For those services re- 
quiring approval by the office of the chief, 
the transaction must be considered as pend- 
ing until this approval is received. 

(q) Column 17: Details of final settle- 
ment; gross amount excluding subcontrac- 
tors. This represents the gross amount of 
the settlement agreement including expenses 
subsequent to termination but excluding that 
portion of the contractor’s settlement repre- 
sented by payments to subcontractors. Dif- 
ferences between columns 10 and 17 repre- 
sent negotiated reductions between the con- 
tractor’s final claim (see (j) above) and the 
final settlement. 

(r) Column 18: Details of final settle- 
Ment; amount subcontractors. Enter the 
amount payable to subcontractors by the 
prime contractor, and included in the final 
settlement. Differences between columns 12 
and 18 represent any negotiated reductions 
made by the contracting officer in subcon- 
tractors’ settlements previously approved by 
the prime contractor and submitted to the 
contracting officer for approval. 

(s) Column 19: Details of final settle- 
ment; disposal credits. Enter the amount 
credited to the Government by the prime 
contractor for receipts from sales or reten- 
tion of termination inventory included in 
his gross settlement proposal. Where any 
inventory is sold to the Government under 
Separate orders, it will be included in this 
Column and not as part of the amount al- 

' lowed for termination inventory taken over 
by the Government as reported in column 


(t) Column 20: Details of final settle- 
ment; net amount of settlement. The net 
settlement of the proposal. This is column 
17 plus 18 minus 19. 

(u) Column 21: Details of final settle- 
ment; amount allowed for property taken 
over by the Government. The amount which 
is allowed to the contractor for termination 
inventory taken over by the Government will 

Shown’ in this column. This is the 
amount included in the net settlement, 
shown in column 20, required to reimburse 
the contractor for the cost of his inventory 

en over by the Government. When an 
®xact cost can not be assigned to this in- 
ventory, as in some settlements on a total 
an basis, the best possible estimate will be 
given. Do not include the value of, or loss 


On, items scra , retained or disposed of 
by contractors 


WTR 895.1] 


§ 848.895-2 Columns 16, 17, 18, 19, 20, 
21—Special instructions for termina- 
tions in process. (a) In the case of ter- 
minations in process, the space occupied 
by these columns will be used to explain 
briefly the status of plant clearance and 
settlement action. As to plant clear- 
ance, each termination must show one 
of the following remarks: 

(1) No inventory involved; 

(2) Awaiting inventory list; 

(3) Inventory clearance in process; 

(4) Inventory cleared. 

(b) As to settlement action, each ter- 
mination must show one of the following 
remarks: 

(1) Awaiting information from con- 
tractor as to cost or no cost settlement; 

(2) Awaiting claim; 

(3) Awaiting office review or audit; 

(4) Negotiating (use only where ac- 
counting review and property clearances 
are completed) ; 

(5) Awaiting supplemental agreement. 

(c) Other pertinent remarks will be 
added when they are of assistance in ex- 
plaining status of the termination settle- 
ment. 

(d) In terminations involving subcon- 
tractors, it is desirable to show the total 
number of first tier subcontractors from 
whom claims are expected so as to pro- 
vide a comparison between probable sub- 
contractors’ claims and those submitted 
to date as shown in Column 11. [JTR 
895.2] 


§ 848.896 Detailed instructions as to 
standard War Department cost-plus-a- 
fixed-fee forms. The detailed instruc- 
tions as to standard War Department 
cost-plus-a-fixed-fee forms are set forth 
in the following sections. [JTR 896] 


§ 848.896-1 Information required on 
report forms. The succeeding para- 
graphs indicate the information to be 
contained in the report form: 


(a) Column 1: Contract number. 

(b) Column 2: Contractor’s name and 
location of facility. 
(c) Column 3: 
limited space, the full description of the 


items need not be given. Sufficient informa- | 


tion will be given to permit identification of 
the item being terminated under the con- 
tract. 

(d) Column 4: Partial or complete. In- 
dicate by symbol “P” or “C” whether the 
termination is partial or complete. (For 
definition of Partial or Complete Termina- 


tions, see § 848.895-1 (d).) 


(e) Column 5: Effective date of termina- 
tion. See §848.895 (f). 
- (f) Column 6: Estimated dollar value of 


. work or items cancelled. 


(g) Column 7: Estimated amount still to 
be paid to contractor. Enter estimated re- 
imbursements yet to be made for past and 
future expenses and unpaid balance of fee, 
exclusive of any amounts applicable to the 
continued portion of a contract under partial 
termination. 

(h) Column 8: Balance advance fund. 
Enter the balance of advance fund. This 
will be reduced as each item is applied. This 
columns wil] be used only in complete ter- 
minations (see §§ 848.8964). 

(i) Column 9: Subcontracts terminated; 
number. Enter the total number of subcon- 
tracts terminated, i. e., number on which stop 
work orders were issued under the termi- 
nation. 


Item. Because of the + 
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(j) Column 10: Subcontracts terminated; 
number settled without charges. 

(k) Column 11: Subcontracts terminated; 
settled with charges; number. 

(1) Column 12: Subcontracts terminated; 
séttled with charges; amount. Enter the 
amount of charges involved in the settled 
subcontractor claims. 

(m) Column 13: Subcontracts terminated; 
pending settlement; number. Enter the 
number of subcontract terminations pending 
settlement (Columns 9 minus 10 minus 11). 

(n) Column 14: Subcontracts’ termi- 
nated; submitted to prime contractor; num- 
ber. Enter the number of subcontract ter- 
mination charges submitted to prime con- 
tractor but not settled as of the date of the 
report. 

(o) Column 415: Subcontracts  termi- 
nated; submitted to prime contractor; 
amount. Enter the amount of subcontract 
termination charges submitted to prime con- 
tractor but not settled as of the date of the 
report. ‘ 

(p) Column 16: Subcontracts’ termi- 
nated; partial payments; number. Enter 
the number of subcontractors to whom, or 
for the benefit of whom, partial payments 
have been made. 

(q) Column 17: Subcontracts  termi- 
nated; partial payments; amount. Enter 
the total amount of partial payments made 
to, or for benefit of, subcontractors. 

(r) Column 18: Status of overhead audit. 
Enter the date to which overhead audit has 
been completed by the contracting service. 
If no overhead audit is involved, show “none” 
in this column. 

(s) Column 19: Unanswered GAO infor- 
mal inquiries; number. Enter the number 
of GAO Informal Inquiries unanswered as of 
the date of the report. Unanswered informal 
inquiries which have resulted in formal ex- 
ceptions and which are therefore reported in 
Column 21 should be excluded from this fig- 
ure (see § 848.896-4). This column wiH be 
used only for complete terminations. 

(t) Column 20: Unanswered GAO infor- 
mal inquiries; amount. Enter the amount 
involved in unanswered GAO informal in- 
quiries as of the date of the report. Unan- 
swered informal inquiries which have re- 
sulted in formal exceptions and which are 
therefore reported in Column 22 should be 
excluded from this figure. This column will 
be used only for complete terminations (see 
§ 848.896—2) 

(u) Column 21: Outstanding GAO for- 
mal exceptions; number. Enter the number 
of GAO formal exceptions outstanding as of 
the date of the report, excluding pro forma 
suspensions covering advance payments and 
insurance premiums on which no action is 
required to be taken by the contracting offi- 
cer. This column will be used only for com- 
plete terminations (see § 848.896-2). 

(v) Column 22: Outstanding GAO for- 
mal exceptions; amount. Enter the amount 
of GAO formal exceptions outstanding as of 
the date of the report, excluding pro forma 
suspensions covering advance payments and 
insurance premiums on which no action is 
required to be taken by the contracting offi- 
cer. This column will be used only for 
completed terminations (see § 848.896-2). 

(w) Column 23: GAO audit status. Enter 
the date to which GAO audit is complete. 
If not current, see § 848.896-1. 

(x) Column 24: Date of settlement. In 
the case of a complete termination enter the 
date of the final settlement or final payment 
or the date of completion of work ordered 
to be done in connection with. termination 
if contract is to continue in effect for some 
other purpose, such as for maintenance in 
standby, etc. In the case of a partial ter- 
mination enter the date of the adjustment 
of the fixed fee or the date of final settlement 
of all subcontracts completely terminated as 
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a result of the partial termination of the 
prime contract, whichever date is later. 


896.1] 


§ 848.896-2 Status remarks. Either on 
an attached sheet or immediately below 
the entries mentioned above, beginning 
in Column 1 and extending across the 
page, remarks pertinent to each “Termi- 
nation in Process” will be shown. The 
remarks should contain the following in- 
formation: 

(a) Status of GAO audit, both as to 
field audit (where in effect) and as to 
central audit. 

(b) Types of suspensions and disal- 
lowances. 

(c) Brief description of the scope and 
progress of the work ordered to be done 
in addition to cancellation and settle- 
ment of commitments and obligations, 
such asereconversion, decontamination, 
dismantling of equipment, etc. 

(d) Estimated date of completion, and 
comment regarding any factors delaying 
the progress of the work and completion 
of the termination. 

(e) Other pertinent data. 

(f) Explanation of revisions. [JTR 
896.2] 


§ 848.896-3 Revisions of previous 
month’s entries. When any entry is re- 
vised from the “Terminations in Process” 
section of the previous month’s report, 
the entry being revised will be prefixed 
by the letter “R”. An explanation will 
be made in the remarks section. [JTR 
896.3] 


§ 848.898 Special termination action 
reports. Special termination action re- 
ports are set forth in the following sec- 
tions. [JTR 898] 


§ 848.898-1 Monthly report of war 
contractors authorized to settle subcon- 
tracts. (a) On or before the tenth day 
of each month, each service will furnish 
to the Readjustment Division, ASF, and 
each bureau will furnish to the Industrial 
Readjustment Branch, OP&M, a report 
under this paragraph for the preceding 
month. For the Army Service Forces, 
this report has been assigned Control 
Approval symbol RCT-10. 

(b) The report will list the names of 
all war contractors: 

(1) To whom the service or bureau has 
delegated authority under § 846.642 dur- 
ing the preceding month; or 

(2) From whom the service or bureau 
has withdrawn, during the preceding 
month, a delegation of authority granted 
under § 846.642 or 846.643. 

(c) With respect to each delegation so 
listed, the report should state: 

(1) The date delegation was granted 
or withdrawn; 

(2) Whether it includes all contracts 
under the jurisdiction of the service or 
bureau or certain specific contracts only; 

(3) Whether the service or bureau 
granted the delegation on its own re- 
sponsibility or relying on a prior delega- 
tion by another service or bureau; and 

(4) The reasons for the withdrawal of 
any delegation. [JTR 898.1] 


Part 849—STATUTES, ORDERS AND FORMS 
Sec. 
849.900 Scope of part. 


SUBPART A—STATUTES 


849.910 Scope. 
849.911 Contract Settlement Act of 1944. 


SUBPART B—-ORDERS AND INTERPRETATIONS 


849.920 Scope. 

849.922 Certain orders and regulations of 
Office of Contract Settlement. 

849.922-1 General Regulation No. 1: Guar- 
anteed loans. 

849.922-2 General Regulation No. 2: Partial 
payments. 


SUBPART C—-TERMINATION ARTICLES AND RELATED 
FORMS 


849.930 Scope. 

849.931 Uniform termination article for 
fixed price supply prime con- 
tracts. 

849.932 Uniform termination article for 
cost-plus-a-fixed-fee prime con- 
tracts. 


849.933 War Department termination ar- . 


ticle for fixed-price construction 
contracts. 

849.935 War Department termination ar- 
ticles for preliminary contrac- 
tual instruments. 

849.935-1 Form of termination article for 
letter order for supplies (no 
price stated) or for letter order 
for fixed price or cost-plus-a- 
fixed-fee construction. 

8649.935-2 Form of termination article for 
letter order for supplies with 
price stated. 

849.936 Approved termination article for 
fixed-price supply subcontracts. 

849.937 Supplemental agreement to insert 
or amend termination article, 


SUBPART D—FORMS RELATING TO TERMINATION 
NOTICE AND INSTRUCTIONS 


849.940 Scope. 

849.941 Forms of telegraphic termination 
notice to prime contractors. 

849.941-1 Telegraphic notice to fixed-price 
prime contractors. 

849.942 Forms of letter termination notice 
to prime contractors. 

849.942-1 Letter termination notice to prime 
tractors under fixed-price (lump 
sum) supply or construction 
contracts. 

849.942-2 Letter termination notice to prime 
contractors under cost-plus-a- 

. fixed-fee supply contracts. 

849.943 Instructions to prime contractors 
on termination. 

849.943-1 Instructions to prime contractors 
under terminated fixed-price 
(lump sum) supply or“tonstruc- 
tion contracts. 

849.943-2 Instructions to prime contractors 
under cost-plus-a-fixed-fee sup- 
ply contracts. 

849.944 Forms of notice and instructions 
for subcontractors. 

849.944-1 Telegraphic termination notice to 
subcontractors. 

849.944-2 Letter termination notice for use 
by prime contractors in termi- 
nating fixed-price (lump sum) 
supply subcontracts. 

849.944-8 Instructions for use by prime con- 
tractors in terminating fixed- 
price (lump sum) supply sub- 
contracts. 


SUBPART E—FORMS RELATING TO INTERIM 
FINANCING 
Seo. 


849.950 Scope. 

849.951 Forms for 1944 V-Loan guarantee 
agreement and _ explanatory 
notes. 

849.951-1 Form of agreement. 

849.951-2 Explanatory notes to 1944 V-Loan 
guarantee agreement. 

849.952 T-Loan forms. 

849.952-1 T-Loan guarantee agreement. 

849.952-2 Termination loan agreement. 

849.952-3 Exhibits to termination loan 
agreement, 

849.952-4 Explanatory notes regarding 
T-Loan guarantee and loan 
agreements. 

849.952-5 Application by financing institu- 
tion for T-Loan guarantee. 

849.953 Specimen forms of application for 
partial payments. 

849.953-1 Specimen application for immedi- 
ate partial payment (Front). 

849.9538-2 Specimen application for immedi- 
ate partial payment (Reverse). 

849.953-8 Specimen application for cost- 
supported partial payment 
(Front). 

849.953-4 Specimen application for cost- 
supported partial payment (Re- 
verse). 

849.954 Form of supplemental agreement 
for controlled partial payments. 


SUBPART F—FORMS FOR SETTLEMENT PROPOSALS 


849.960 Scope. 

849.961 Specimen proposal on Short Form 
(Form la). 

849.961-1 . Form 1a (Front). 

849.961-2 Form la (Reverse). 

849.962 Specimen proposal on Form 1 with 
supporting schedules (Forms 2 
and 3). 

849.962-1 Proposal Form 1 (Front). 

849.962-2 Proposal Form 1 (Reverse). 

849.962-3 Certificate for termination inven- 
tory schedules, 

849.962-4 Termination Inventory Schedule 
Form 2a (Metals). 

849.962-5 Termination Inventory Schedule 
Form 2b (Raw materials). 

849.963-6 Termination Inventory Schedule 
Form 2b (Purchased parts). 

849.962-7 Termination Inventory Schedule 
Form 2b (Finished compo- 
nents). 

849.962-8 Termination Inventory Schedule 
Form 2c (Work-in-process). 

849.962-9 Termination Inventory Schedule 

-* Form 2d (Dies, Jigs, Fixtures, 
etc.) 

849.962-10 Schedule of Accounting Informa- 
tion (Form 8). 

849.962-11 Schedule Attached to Form 8. 

849.963 Specimen proposal on Form 1b 
(Total cost basis). 

849.963-1 Form 1b (Front). 

849.963-2 Form 1b (Reverse). 

849.963-3 Attached Schedule A to Form 1b. 

849.963-4 Attached Schedule C to Form 1b. 

849.963-5 Other supporting schedules. 

849.964 Instructions for use of standard 
proposal forms. 

849.965 Partial settlement proposal for 
cost-plus-a-fixed-fee contract. 

849.965-1 Summary form. 

849.965-2 Detail sheet for partial propos@l 
for cost-plus-a-fixed-fee 
tracts. 


SUBPART G—FORMS RELATING TO PROPERTY 
DISPOSITION 


849.970 Scope. 

849.071 Forms of receipt with respect t0 
the removal of termination 
ventory from con 
plants. 


in- 
tractors’ 
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849.971-1 Suggested form of receipt (con- 
tractor-owned property). 

949.971-2 Suggested form of receipt (Gov- 
ernment-owned property). 

849.972 Forms for standard storage agree- 
ments, 

849.972-1 Agreement with war contractor 
for storage space. 

849.972-2 Agreement with war contractor 
for storage and service. 

849.978 Certificate to be furnished by sub- 


contractor regarding disposi- 
tion of allocable termination 
inventory. 


SUBPART H-—-FORMS RELATING TO SETTLEMENT 


849.980 Scope. 
849.981 Settlement agreement for fixed- 
price prime contracts. 
~649.981-1 Settlement agreement for use in 
settling fixed-price prime con- 
tracts after complete termina- 
tion. 

Settlement agreement for use in 
settling fixed-price prime con- 
tracts after partial termina- 
tion. 

No-cost settlement agreement 
for use in settling fixed-price 
prime contracts after complete 
termination where contractor 
presents no claim. 

No-cost settlement agreement for 
use in settling fixed-price prime 
contracts after partial termina- 
tion where contractor pre- 
sents no claim. 

Settlement agreements for cost- 
plus-a-fixed-fee contracts. 

Settlement agreement for use in 
settling cost-plus-a-fixed-fee 
prime contracts after complete 
termination. 

Partial final settlement agree- 
ment for use in making partial 
final settlements of cost-plus- 
a-fixed-fee prime contracts. 

Forms for settlements of sub- 
contracts by war contractors. 

Form of authorization to war con- 
tractor to settle subcontractors’ 
claims and make partial pay- 
ments. 

No-cost settlement agreement for 
use in settling fixed-price 
(lump sum) subcontracts after 
complete termination where 
subcontractor presents no 
claim, 

No-cost settlement agreement for 
use in settling fixed-price 
(lump sum) subcontracts after 
partial termination where sub- 
tractor presents no claim. 

Forms relating to direct settle- 
ment with subcontractors. 

Form of article to be inserted in 
final settlement agreement 
where a prime contractor is un- 
able to settle with a subcon- 
tractor. 

Notice to subcontractor under 
section 7 (d) of act. 

Form of notice to immediate pur- 
chaser of proposed direct set- 
tlement with subcontractor. 

Settlement agreement for use 
when the Government settles 
directly the termination claim 
of a fixed-price subcontractor. 

Settlements of contracts with 
War Supplies Ltd. 

Form of certificate by War Sup- 
plies Ltd. 

Form of settlement agreement 
with War Supplies Ltd. 


Nore: Forms printed in the Frperat REc- 
STER are for information only and do not 


849.981-2 


849.981-8 


849. 981-4 


849.983 
849.983~1 


849.983-2 


849.987 
849.987-1 


849.987-2 


849 987-3 


849 988 
849.988-1 


849.989-1 
849.9899 


follow the exact format prescribed hd the 
issuing agency. 

§ 849.900 Scope of part. This part 
contains statutes relating to termina- 
tion, certain regulations and interpreta- 
tions of other Government agencies af- 
fecting termination procedures, and 
forms for use in accordance with this 
subchapter. [JTR 900] 


SUBPART A—STATUTES 
§ 849.910 Scope. This subpart con- 


tains the text of statutes relating to ter- _ 


minations. (JTR 910) 


§ 849.911 Contract Settlement Act of 
1944. The text of the Contract Settle- 
ment Act of 1944 (Public Law 395—78th 
Congress) is as follows: 


OBJECTIVES OF THE ACT 


SecTION 1. The Congress hereby declares 
that the objectives of this Act are— 

(a) to facilitate maximum war produc- 
tion during the war, and to expedite recon- 
version from war production to civilian — 
duction as war conditions permit; 

(b) to assure to prime contractors and 
subcontractors, small and large, speedy and 
equitable final settlement of claims under 
terminated war contracts, and adequate in- 
terim financing until such final settlement; 

(c) to assure uniformity among Govern- 
ment agencies in basic policies and admin- 
istration with respect to such termination 
settlements and interim financing; 

(dad) to facilitate the efficient use of mate- 
rials, manpower, and facilities for war and 
civilian purposes by providing prime con- 
tractors and subcontractors with notice of 
termination of their war contracts as far in 
advance of the cessation of work thereunder 
as is feasible and consistent with the na- 
tional security; 

-(e) to assure the expeditious removal from 
the plants of prime contractors and subcon- 
tractors of termination inventory not to be 
retained or sold by the contractor. 

(f) to use all practicable methods com- 
patible with the foregoing objectives to 
prevent improper payments and to detect 
and prosecute fraud. 


SURVEILLANCE BY CONGRESS 


Sec. 2. (a) To assist the Congress in ap- 
praising the administration of this Act and 
in developing such amendments or related 
legislation as may further be necessary to 
accomplish the objectives of the Act, the ap- 
propriate committees of the Senate and the 
House of Representatives shall study each 
report submitted to the Congress under this 
Act and shall otherwise maintain continuous 
surveillance of the operations of the Gov- 
ernment agencies under the Act. 

(b) In January, April, July, and October 
of each year, the Director shall submit to 
the Senate and House of Representatives a 
quarterly progress report on the exercise of 
his duties and authority under this Act, the 
status of contract terminations, termination 
settlements, and interim financing, and such 
other pertinent information on the admin- 
istration of the Act as will enable the Con- 
gress to evaluate its administration and the 
need for amendments and related legislation, 


DEFINITIONS 


Sec. 3. As used in this Act— 

(a) The term “prime contracts” means any 
contract, agreement, or purchase order here- 
tofore or hereafter entered into by a con- 
tracting agency and connected with or re- 
lated to the prosecution of the war; and the 
term “prime contractor” means any holder 
of one or more prime contracts. 

(b) The term “subcontract” means any 
contract, agreement, or purchase order here- 
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tofore or hereafter entered into to perform 
any work, or to make or furnish any material 
to the extent that such work or material is 
required for the performance of any one or 
more prime contracts or of any one or more 
other subcontracts; and the term “subcon- 
tractor” means any holder of one or more sub- 
contracts. 

(c) The term “war contract” means a 
prime contract or a subcontract; and the 
term “war contractor” means any holder of 
one or more war contracts. 

(d) The terms “termination”, “terminate”, 
and “terminated” refer to the termination 
or cancellation, in whole or in part, of work 
under a prime contract for the convenience 
or at the option of the Government (except 
for default of the prime contractor) or of 
work under a subcontract for any reason ex- 
cept the default of the subcontractor. 

(e) The term “material” includes any ar- 
ticle, commodity, machinery, equipment, ac- 
cessory, part, component, assembly, work in 
process, maintenance, repair, and operating 
supplies, and any product of any kind. 

(f) The term “Government agency” means 
any executive department of the Government, 
or any administrative unit or subdivision 
thereof, any independent agency or any cor- 
poration owned or controlled by the United 
States in the executive branch of the Gov- 
ernment, and includes any contracting 
agency. 

(g) The term “contracting agency” means 
any Government agency which has been or 
hereafter may be authorized to make con- 
tracts pursuant to section 201 of the First 
War Powers Act, 1941, and includes the Re- 
construction Finance Corporation and any 
corporation organized pursuant to the Re- 
construction Finance Corporation Act (47 
Stat. 5), as amended, the Smaller War Plants 
Corporation, and the War Production Board. 

(h) The term “termimation claim” means 
any claim or demand by a war contractor 
for fair compensation for the termination of 
any war contract and any other claim under 
a terminated war contract, which regulations 
prescribed under this Act authorize to be 
asserted and settled in connection with any 
termination settlement. 

(i) The term “interim financing” includes 
advance payments, partial payments, loans, 
discounts, advances, and commitments in 
connection therewith, and guaranties of 
loans, discounts, advances, and commitments 
in connection therewith and any other type 
of financing made in contemplation of or 
related to termination of war contracts. 

(j) The term “Director” means the Di- 
rector of Contract Settlement. 

(k) The term “person” means any indi- 
vidual, corporation, partnership, firm, associ- 
ation, trust, estate, or other entity. 

(1) The term “termination inventory” 
means any materials (including a proper 
part of any common materials), properly 
allocable to the terminated portion of a war 
contract, except any machinery or equipment 
subject to a separate contract specifically 
governing the use or disposition thereof. 

(m) The term “final and conclusive”, as 
applied to any settlement, finding, or deci- 
sion, means that such settlement, finding, or 
decision shall not be reopened, annulled, 
modified, set aside, or disregarded by any 
Officer, employee, or agent of the United 
States or in any suit, action, or proceeding 
except as provided in this Act. 


DIREcTOR OF CONTRACT SETTLEMENT 


Sec. 4. (a) There is hereby established the 
Office of Contract Settlement which shall be 
headed by the Director of Contract Settle- 
ment. The Director shall be appointed by 
the President, by and with the advice and 
consent of the Senate, and shall receive com- 
pensation at the rate of $12,000 per year, and 
shall serve for a term of two years. 

(b) In order to insure uniform and efficient 
administration of the provisions of this Act, 
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the Director, subject to such provisions, by 


general orders or general regulations— 

(1) Shall prescribe policies, principles, 
methods, procedures, and standards to govern 
the exercise of the authority and discretion 
and the performance of the duties and func- 
tions of all Government agencies under this 
Act; and 

(2) May require or restrict the exercise of 
any such authority and discretion, or the 
performance of any such duty or function, 
to such extent as he deems necessary to 
carry out the provisions of this Act. 

(c) The exercise of any authority or dis- 
cretion and the performance of any duty or 
function, conferred or imposed on any Gov- 
ernment agency by this Act, shall be subject 
to such orders and regulations prescribed by 
the Director pursuant to subsection (b) of 
this section, Each Government agency shall 
carry out such orders and regulations of the 
Director expeditiously, and shall issue such 
regulations with respect to its operations and 
procedures as may be necessary to carry out 
the policies, principles, methods, procedures, 
and standards prescribed by the Director. 
Any Government agency may issue such fur- 
ther regulations not inconsistent with the 
general orders or regulations of the Director 
as it deems necessary or desirable to carry 
out the provisions of this Act. 

(d) The Director may, within the limits of 
funds which may be made available, employ 
and fix the compensation of necessary per- 
sonnel in accordance with the provisions of 
the civil-service laws and the Classification 
Act of 1923 and make expenditures for sup- 
plies, facilities, and services necessary for the 
performance of his functions under this Act. 
Without regard to the provisions of the civil- 
service laws and the Classification Act of 
1923, he may appoint a Deputy Director and 
may employ certified public accountants, 
qualified cost accountants, industrial engi- 
neers, appraisers, and other experts, and fix 
their compensation, and contract with certi- 
fied public accounting firms and qualified 
firms of engineers in the discharge of the 
duties imposed upon him and in furtherance 
of the objectives and policies of this Act. 
The Director shall perform the duties im- 
posed upon him through the personnel and 
facilities of the contracting agencies and 
other established Government agencies, to 
the extent that this does not interfere with 
the function of the Director to insure uni- 
form and efficient administration of the 
provisions of this Act. 

(e) All orders and regulations prescribed 
by the Director or any Government agency 
under this Act shall be published in the 
FEDERAL REGISTER. 


ConTRACT SETTLEMENT ApvisoRY BoArD 


Sec. 5. There is hereby created a Contract 
Settlement Advisory Board, with which the 
Director shall advise and consult. The Board 
shall be composed of the Director, who shall 
act as its Chairman, and of the Secretary of 
War, the Secretary of the Navy, the Secretary 
of the Treasury, the Chairman of the Mari- 
time Commission, the Administrator of the 
Foreign Economic Administration, the chair- 
man of the board of directors of the Recon- 
struction Finance Corporation, the Chairman 
of the War Production Board, the chairman 
of the board of directors of the Smaller War 
Plants Corporation, and the Attorney General 
or any alternate or representative designated 
by any of them. The Director shall request 
other Government agencies to participate in 
the deliberations of the Board whenever mat- 
ters specially affecting them are under con- 
sideration. 

[SETTLEMENTs ] 


Sec. 6. (a) It is the policy of the Govern- 
meut, and it shall be the responsibility of the 
contracting agencies and the Director, to pro- 
vide war contractors with speedy and fair 
compensation for the termination of any war 


contract, in accordance with and subject to 
the provisions of this Act, giving priority to 
contractors whose facilities are privately 
owned or privately operated. Such fair com- 
pensation for the termination of subcontracts 
shall be based on the same principles as com- 
pensation for the termination of prime con- 
tracts. 

(b) Each contracting agency shall estab- 
lish methods and standards, suitable to the 
conditions of various war contractors, for 
determining fair compensation for the ter- 
mination of war contracts on the basis of 
actual, standard, average, or estimated costs, 
or of a percentage of the contract price based 
on the estimated percentage of completion 
of work under the terminated contract, oron 
any other equitable basis, as it deems appro- 
priate. To the extent that such methods and 
standards require accounting, they shall be 
adapted, so far as practicable, to the account- 
ing systems used by war contractors, if con- 
sistent with recognized commercial account- 
ing practice. 

(c) Any contracting agency may settle all 
or any part of any termination claim under 
any war contract by agreement with the war 
contractor, or by determination of the amount 
due on the claim or part thereof without 
such agreement, or by any combination of 
these methods. Where any such settlement 
is made by agreement, the settlement shall 
be final and conclusive, except (1) to the 
extent otherwise agreed in the settlement; 
(2) for fraud; (3) upon renegotiation to elim- 
inate excessive profits under the Renegotia- 
tion Act, unless exempt or exempted under 
that Act; or (4) by mutual agreement before 
or after payment. Where any such settle- 
ment is made by determination without 
agreement, it shall likewise be final and con- 
Clusive, subject to the same exceptions as if 
made by agreement, unless the war contractor 
appeals or brings suit in accordance with 
section 13 of this Act: Provided, That no 
settlement agreement hereunder involving 
payment to a war contractor of an amount 
in excess of $50,000 (or such lesser amount 
as the Director may from time to time deter- 
mine) shall become binding upon the Gov- 
ernment until the agreement has been re- 
viewed and approved by a settlement review 
board of three or more members established 
by the contracting agency in the bureau, divi- 
sion, regional or district office, or other unit 
of the contracting agency authorized to make 
such settlement, or in the event of disap- 
proval by the settlement review board, unless 
approved by the head of such bureau, divi- 
sion, regional or district office, or other unit. 
Failure of the settlement review board to act 
upon any settlement within thirty days after 
its submission to the board shall operate as 
approval by the board. The sole function of 
settlement review boards shall be to deter- 
mine the over-all reasonableness of proposed 
settlement agreements from the point of view 
of protecting the interests of the Govern- 
ment. In determining, for purposes of this 
subsection, whether review of any settlement 
agreement is required because of the amounts 
involved, no deduction shall be made on ac- 
count of credits for property chargeable to 
the Government or for advance or partial 
payments, but amounts payable under such 
settlement agreement for completed articles 
or work at the contract price and for the dis- 
charge of the termination claims of subcon- 
tractors shall be deducted. 

(ad) Except as hereinafter provided, the 
methods and standards established under 
subsection (b) of this section for determin- 
ing fair compensation for termination 
claims which are not settled by agreement 
shall be designed to compensate the war con- 
tractor fairly for the termination of the war 
contract, taking into account— 

(1) The direct and indirect manufactur- 
ing, selling and distribution, administrative 
and other costs and expenses incurred by the 
war contractor which are reasonably neces- 


sary for the performance of the war con- 
tract and propéfly allocable to the terminated 
portion thereof under recognized commercial] 
accounting practices; and 

(2) Reasonable costs and expenses of set- 
tling termination claims of subcontractors 
related to the terminated portion of the war 
contract; and 

(3) Reasonable accounting, legal, clerical, 
and other costs and expenses incident to ter- 
mination and settlement of the terminated 
war contract; and 

(4) Reasonable costs and expenses of re- 
moving, preserving, storing and disposing of 
termination inventories; and 

(5) Such allowance for profit on the prep- 
arations made and work done for the termi- 
nated portion of the war contract as is rea- 
sonable under the circumstances; and 

(6) Interest on the termination claim in 
accordance with subsection (f) of this sec- 
tion; and - 

(7) The contract price and all amounts 
otherwise paid or payable under the contract. 

The following shall not be included as ele- 
ments of cost: 

(i) Losses on other contracts, or from sales 
or exchanges of capital assets, fees and other 
expenses in connection with reorganization 
or recapitalization, antitrust or Federal 
income-tax litigation, or prosecution of Fed- 
eral income-tax claims or other claims 
against the Government (except as provided 
in paragraph (3) above); losses on invest- 
ments; provisions for contingencies; and 
premiums on life insurance where the con- 
tractor is the beneficiary. 

(ii) The expense of conversion of the con- 
tractor’s facilities to uses other than the 
performance of the contract. 

(iii) Expenses due to the negligence or 
willful failure of the contractor to discon- 
tinue with reasonable promptness the incur- 
ring of expenses after the effective date of 
the termination notice. 

(iv) Costs incurred in respect to facilities, 
materials, or services purchased or work done 
in excess of the reasonable quantitative re- 
quirements of the entire contract. 

The failure specifically to mention in this 
subsection any item of cost is not intended 
to imply that it should be allowed or dis- 
allowed. The Director may interpret the 
provisions of this subsection (d) and may 
provide for the inclusion or exclusion of other 
costs in accordance with recognized commer- 
cial accounting practice. 

Where the small size of claims or the nature 
of production or performance or other fac- 
tors make it impracticable to apply the prin- 
ciples stated in this subsection (d) to any 
class of settlements which are subject to 
this subsection (d), the contracting agencies 
may establish alternative methods and stand- 
ards for determining fair compensation for 
that class of termination claims. The ag- 
gregate amount of compensation allowed in 
accordance with this subsection (excluding 
amounts allowed under paragraphs (3) and 
(4) above) shall not exceed the total contract 
price reduced by the amount of payments 
otherwise made or to be made under the 
contract. 

(e) In order to carry out the objectives 
of this Act, termination claims shall be set- 
tled by agreement to the maximum extent 
feasible and the methods and standards @s- 
tablished under subsection (b) of this sec 
tion shall be designed to facilitate such set- 
tlements. To the extent that he deems !t 
practicable to do so without impeding eX- 
peditious settlements, the Director shall re- 
quire the contracting agencies to take into 
account the factors enumerated in one 
tion (d) above in establishing methods an 
standards for determining fair compensate 
in the settlement of termination claims PY 
agreement, 

(f) Each contracting agency shall allow 
and pay interest on the amount due oe 
unpaid from time to time on any terminal! 


fy 
= 
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claim under a prime contract at the rate of 
2% per centum per annum for the period 
beginning thirty days after the date fixed for 
termination and ending with the date of 
final payment, except that (1) if the prime 
contractor unreasonably delays the settle- 
ment of his claim, interest shall not accrue 
for the period of such delay, (2) if interest 
for the period after termination on any ad- 
vance payment or loan, made or guaranteed 
by the Government, has been waived for the 
benefit of the contractor, the amount of the 
interest so waived allocable to the termi- 
nated contract or the terminated part of the 
contract shall be deducted from the interest 
otherwise payable hereunder, and (3) if after 
delivery of findings by a contracting agency, 
the contractor appeals or sues as provided 
in section 13, interest shall not accrue after 
the thirtieth day following the delivery of 
the findings on any amount allowed by such 
findings, unless such amount is increased 
upon such appeal or suit. In approving, rati- 
fying, authorizing, or making termination 
settlements with subcontractors, each con- 
tracting agency shall allow interest on the 
termination claim of the subcontractor on 
the same basis and subject to the same con- 
ditions as are applicable to a prime con- 
tractor. 

(g) Where any war contract does not pro- 
vide for or provides against such fair com- 
pensation for its termination, the contracting 
agency, either before or after its termination, 
shall amend such war contract by agreement 
with the war contractor, or shall authorize, 
approve, or ratify an amendment of such war 
contract by the parties thereto, to provide 
for such fair compensation. 

Sec. 7. (a) Where, in connection with the 
settlement of any termination claim by a 
contracting agency, any war contractor makes 
settlements of the termination claims of his 
subcontractors, the contracting agency shall 
limit or omit its review of such settlements 
with subcontractors to the maximum extent 
compatible with the public interest. Any 
contracting agency (1) may approve, ratify, 
or authorize such settlements with subcon- 
tractors upon such evidence, terms, and con- 
ditions as it deems proper; (2) shall vary the 
scope and intensity of its review of such 
settlements according to the reliability of 
the war contractor, the size, number, and 
complexity of such claims, and other relevant 
factors; and (3) shall authorize war contrac- 
tors to make such settlements with subcon- 
tractors without review by the contracting 
agency, whenever the reliability of the war 
contractor, the amount or nature of the 
claims, or other reasons appear to the con- 
tracting agency to justify such action. Any 
such settlement of a subcontract approved, 
ratified, or authorized by a contracting agency 
shall be final and conclusive as to the amount 
due to the same extent as a settlement under 
subsection (c) of section 6 of this Act, and no 
War contractor shall be liable to the United 

tes on account of any amounts paid 
thereon except for his own fraud. 

(b) Whenever any contracting agency is 
satisfled of the inability of a war contractor 
%o meet his obligations it shall exercise super- 
Vision or control over payments to the war 
contractor on account of termination claims 
of subcontractors of such war entractor to 
Such extent and in such manner as it deems 
necessary or desirable for the purpose of as- 
Suring the receipt of the benefit of such 
Payments by the subcontractors. 

(c) The Director shall prescribe policies 
ys methods for the settlament as a group, 
otherwise, by any contracting agency of 
ce or all of the termintaion claims of a 
sgn under war contracts with one 
pt ore (1) bureaus or divisions within a 
- oe agency, (2) contracting agencies, 
) prime contractors and subcontractors, 
extent he deems such action necessary 


or desirable for expeditious and equitable 
settlement of such claims. After consulting 
with the contracting agencies concerned, the 
Director may provide for assigning any war 
contractor to a contracting agency for such 
settlement, and such agency shall have au- 
thority to settle, on behalf of any other con- 
tracting agency, some or all of the termina- 
tion claims of such war contractor. 

(d) Any contracting agency may settle di- 
rectly termination claims of subcontractors 
to the extent that it deems such action nec- 
essary or desirable for the expeditious and 
equitable settlement of such claims. In mak- 
ing such termination settlements any con- 
tracting agency may discharge the claim of 
the subcontractor by payment or may pur- 
chase such claim, and may agree to assume, 
or indemnify the subcontractor against, any 
claims by any person in connection with such 
claim or the termination settlement. Any 
contracting agency undertaking to settle the 
termination claim of any subcontractor 
shall deliver to the subcontractor and the 
war contractor liable to him written notice 
stating its acceptance of responsibilitiy for 
settling his claim and the conditions appli- 
cable thereto, which may include the release, 
or assignment to the contracting agency, of 
his claim against the war contractor liable to 
him; upon consent thereto by the subcon- 
tractor, the Government shall become liable 
for the settlement of his claims upon the 
conditions specified in the notice. 

(e) Any contracting agency may make set- 
tlements with subcontractors in accordance 
with any of the provisions of this Act with- 
out regard to any limitation on the amount 
payable by the Government to the prime 
contractor. 

(f) If any contracting agency determines 
that in the circumstances of a particular case 
equity and good conscience require fair com- 
pensation for the termination of a war con- 
tract to be paid to a subcontractor who has 
been deprived of and cannot otherwise rea- 
sonably secure such fair compensation, the 
contracting agency concerned may pay such 
compensation to him although such com- 
pensation already has been included and paid 
as part of a settlement with another war con- 
tractor. 


INTERIM FINANCING 


Sec. 8. (a) It is the policy of the Govern- 
ment, and it shall be the responsibility of 
the contracting agencies and the Director, 
in accordance with and subject to the pro- 
visions of this Act, to provide war contrac- 
tors having any termination claim or claims, 
pending their settlement, with adequate in- 
terim financing within thirty days after 
proper application therefor. 

(b) Each contracting agency shall, to the 
greatest extent it deems practicable, make 
available interim financing through loans 
and discounts, and commitments and guar- 
anties in connection therewith, in contem- 
plation of or related to termination of war 
contracts. Where interim financing is made 
by advance payments or partial payments, 
it shall, insofar as practicable, consist of the 
following: 

(1) An amount equal to 100 per centum 
of the amount payable, at the contract price, 
on account of acceptable items completed 
prior to the termination date under the 
terms of the contract, or completed there- 
after with the approval of the contracting 
agency; plus 

(2) An amount equal to 90 per centum 
of the cost of raw materials, purchased parts, 
supplies, direct labor, and manufacturing 
overhead allocable to the terminated por- 
tion of the war contract, plus 

(3) A reasonable percentage of other al- 
lowable costs, including administrative over- 
head, allocable to the terminated portion of 
the war contract not included in the fore- 


going; plus 
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(4) Such additional amounts, if any, as 
the contracting agency deems necessary to 
rovide the war contractor with adequate 
terim financing. 

(5) In lieu of the costs referred to in 
clauses (2) and (3) of this subsection, 
where a detailed ascertainment of such costs 
is not suitable to the conditions of any war 
contractor and is apt to cause delay in the 
obtaining of interim financing by him, that 
portion of such interim financing shall be 
equal to an amount not greater than 90 per 
centum of the estimated costs which are 
allocable to the terminated part or parts of 
the war contract or group of war contracts, 
and are ascertained in accordance with such 
methods and standards as the Director shall 
prescribe. 

(6) There shall be deducted from the 
amount of such interim financing any un- 
liquidated balances of advance and partial 
payments theretofore made to such war con- 
tractor, which are allocable to the terminated 
war contract or the terminated part of the 
war contract. 

(c) The Director shall prescribe (1) the 
types of estimates, certificates, or other evi- 
dence to be required to support such in- 
terim financing; (2) the terms and condi- 
tions upon which such interim financing 
shall be made including the use of standard 
forms for agreements with respect to such 
interim financing to the extent practicable; 
(3) the classes of cases in which such in- 
terim financing shall be refused; and (4) 
such methods of supervision and control over 
such interim financing as he deems necessary 
or desirable to assure adequate and speedy 
interim financing to subcontractérs of the 
war contractor. 

(d) In case of an overstatement by any 
war contractor of the amount due on his 
termination claim or claims in connection 
with any interim financing under this Act, 
such contractor shall pay to the United 
States, as a penalty, an amount equal to 6 
per centum of the amount of the overstate- 
ment, but the Director may suspend or 
modify any such penalty if in his opinion 
the imposition would be inequitable. Any 
penalty may be deducted from any amounts 
due the war contractor upon such termina- 
tion claim or claims, or otherwise, or may 
be collected from the war contractor by suit. 
The obligation to pay any penalty imposed 
and to repay any interim financing made or 
assumed by the United States under the 
Act shall constitute a debt due to the United 
States within the meaning of Revised Stat- 
utes, section 3466 (31 U. S. C., sec. 191). 

(e) Any contracting agency may allow any 
advance payments, previously made or au- 
thorized by it in connection with the per- 
formance of a war contract, to be used for 
payments and expenses related to the ter- 
mination settlement of such contract, upon 
such terms and conditions as it deems nec- 
essary or appropriate to protect the interest 
of the Government. 

(f) No interim financing shall be made by 
any contracting agency under this Act un- 
less the terms of such financing provide for 
the liquidation by the war contractor of all 
loans, discounts, advance payments, or par- 
tial payments thereunder not later than the 
time of final payment of the amount due on 
the settlement of the termination claim or 
claims of the war contractor involved or such 
time thereafter as the contracting agency 
deems necessary for the liquidation of such 
interim financing in an orderly manner. 

(g) Any contracting agency may settle, 
upon such terms and conditions as it deems 
proper, any claim or obligation due by or to 
the Government arising from or related to 
any interim financing made, acquired, or 
authorized by it. Any interim financing 
made, acquired, or authorized by any con- 
tracting agency before the effective date of 
this Act shall be valid to the extent it would 
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be authorized under the provisions of this 
Act if made after its effective date. 

Sec. 9. (a) Any contracting agency may 
make advance or partial payments to any war 
contractor on account of any termination 
claim or claims, and may authorize, approve, 
or ratify any such advance or partial pay- 
ments by any war contractor to his subcon- 
tractors, upon such conditions as it deems 
necessary to insure compliance with the pro- 
visions of subsection (b) of this section. 
Each contracting agency shall make final 
payments from time to time on partial settle- 
ments or on settlements fixing a minimum 
amount due before complete settlement, or 
as tentative payments before any settlement 
of the claim or claims. 

(b) Where any such advance or partial pay- 
ment is made to any war contractor by any 
contracting agency or by another war con- 
tractor under this section, except a final pay- 
ment on a partial settlement, any amount in 
excess of the amount finally determined to 
be due on the termination claim shall be 
treated as a loan from the Government to 
the war contractor receiving it, and shall be 
payable upon demand together with a penalty 
computed at the rate of 6 per centum per 
annum, for the period from the date such 
excess advance or partial payment is received 
to the date on which such excess is repaid or 
extinguished. Where the advance or partial 
payment was made by a war contractor and 
authorized, approved, or ratified by any con- 
tracting agency, the war contractor making 
it shall not be liable for any such excess 
payment in the absence of fraud on his part 
and shall receive payment or credit from the 
Government for the amount of such excess 
payment. 

Sec. 10. (a) Any contracting agency is au- 
thorized— 

(1) to enter into contracts with any Fed- 
eral Reserve bank, or other public or private 
financing institution, guaranteeing such 
financing institution against loss of principal 
or interest on loans, discounts, or advances 
or on commitments in connection therewith, 
which such financing institution may make 
to any war contractor or to any person who 
is or has been engaged in performing any 
operation deemed by such contracting agency 
to be connected with or related to war pro- 
duction, for the purpose of financing such 
war contractor or other person in connection 
with or in contemplation of the termination 
of one or more such war contracts or opera- 
tions; and 

(2) to make, enter into contracts to make, 
or to participate with any Government 
agency, any Federal Reserve bank or public 
or private financing institution in making 
loans, discounts, or advances, or commit- 
ments in connection therewith, for the pur- 
pose of financing any such war contractor 
or other person in connection with or in con- 
templation of the termination of such war 
contracts or operations. 

(b) Any such loan, discount, advance, 
guaranty, or commitment in connection 
therewith may be secured by assignment of, 
or covenants to assign, some or all of the 
rights of such war contractor or other per- 


son in connection with the termination of 


such war contracts or operations, or in such 
other manner as the contracting agency may 
prescribe. 

(c) Subject to such regulations as the 
Board of Governors of the Federal Reserve 
System may prescribe with the approval of 
the Director, any Federal Reserve bank is au- 
thorized to act, on behalf of the contracting 
agencies, as fiscal agent of the United States 
in carrying out the purposes of this Act. 

(ad) This section shall not limit or affect 
any authority of any contracting agency, 
under any other statute, to make loans, dis- 
counts, or advances, or commitments in 
connection therewith or guaranties thereof. 


ADVANCE NOTICE 


Sec. 11. (a) In order to facilitate the ef- 
ficient use of materials, manpower, and 
facilities for war and civilian purposes, each 
contracting agency— 

(1) shall provide its prime contractors 
with notice of termination of their prime 
contracts as far in advance of the cessation 
of work thereunder as is feasible and con- 
sistent with the national security without 
permitting unneeded production or perform- 
ance; 

(2) shall establish procedures whereby 
prime coptractors shall provide affected sub- 
contractors with immediate notice of ter- 
mination; and 

(3) shall permit the continuation of some 
or all of the work under a terminated prime 
contract whenever the agency deems that 
such continuation will benefit the Govern- 
ment or is necessary to avoid substantial 
injury to the plant or property. 

(b) Whenever a contracting agency here- 
after directs a prime contractor to Cease or 
suspend all or a substantial part of the work 
under a prime contract, without terminating 
the contract, then, unless the contract pro- 
vides otherwise, (1) the contracting agency 
shall compensate the contractor for reason- 
able costs and expenses resulting from such 
cessation or suspension, and (2) if the cessa- 
tion or suspension extends for thirty days or 
more, the contractor may elect to treat it as 
a termination by delivering written notice 
of his election so to do to the contracting 
agency, at any time before the contracting 
agency directs the prime contractor to re- 
sume work under the contract. 

(c) The Director shall have no authority 
under this Act to regulate or control the 
classes of contracts to be terminated by the 
contracting agencies. 


REMOVAL AND STORAGE OF MATERIALS 


Sec. 12. (a) It is the policy of the Gov- 
ernment, upon the termination of any war 
contract, to assure the expeditious removal 
from the plant of the war contractor of the 
termination inventory not to be retained or 
sold by the war contractor. 

(b) Any war contractor may submit to 
the contracting agency concerned or to any 
other Government agency designated by the 
Director, one or more statements showing 
the materials which such war contractor 
claims to be termination inventory under 
one or more war contracts and desires to have 
removed by the Government. Such state- 
ments shall be prepared in such form and 
detail, shall be submitted in such manner, 
through the prime contractor or otherwise, 
and shall be supported by such certificates 
or other data, as may be prescribed under this 
Act. 

(c) Within sixty days after the submission 
of any such statement by a war contractor, 
or such shorter period as may be prescribed 
under this Act, or within such longer period 
as the war contractor may agree, the Gov- 
ernment agency concerned.(1) shall arrange, 
upon such terms and conditions as may be 
agreed, for the storage by the war contractor 
on his own premises or elsewhere of all such 
claimed termination invéntory which the war 
contractor does not retain or dispose of, ex- 
cept any part which may be determined not 
to be allocable to the terminated war con- 
tract or contracts, or (2) shall remove from 
the plant or plants of the war contractor all 
of such claimed termination inventory not 
retained, disposed of, or stored by the war 
contractor or determined not to be allocable 
to the terminated war contract or contracts. 

(d) Upon the failure of the Government 
so to arrange for storage by the war con- 
tractor or to remove any termination inven- 
tory within the period specified under sub- 
section (c) of this section, the war con- 
tractor, subject to regulations prescribed 


under this Act, may remove some or all of 
such termination inventory from his plant 
or plants and may store it on his own 
premises or elsewhere for the account and 
at the risk and expense of the Government, 
using reasonable care for its transportation 
and preservation. If any war contractor in- 
tends so to remove any claimed termination 
inventory, he shall deliver to the Govern. 
ment agency concerned written notice of 
the date fixed for removal and a statement 
showing the quantities and condition of the 
materials so to be removed, certified on be- 
half of the war contractor to have been pre- 
pared in accordance with a concurrent physi- 
cal inventory of such materials. Such notice 
and statement shall be delivered at least 
twenty days in advance of the date fixed for 
removal and may be delivered before or after 
the expiration of the period specified under 
subsection (c) of this section. If the Gov- 
ernment agency fails to check such materials, 
at or before the time of their removal by the 
war contractor, a certificate of the war con- 
tractor specifying the materials shown on 
such statement which were so removed, and 
filed with the Government agency concerned 
within thirty days after the date fixed for 
removal, shall constitute prima facie evidence 
against the United States as to the quantities 
and condition of the materials so removed. 
and the fact of their removal. 

(e) Notwithstanding any other provisions 
of law, but subject to subsection (h) of this 
section, the contracting agency concerned or 
the Director, or any Government agency 
designated by him, on behalf of the United 
States, may, by the exercise of any contract 
rights or otherwise, acquire and take posses- 
sion of any termination inventory of any 
war Contractor, and any materials removed 
by the Government or stored for its account 
under subsections (c) and (d) of this sec- 
tion, whether or not such materials are finally 
determined not to constitute termination in- 
ventory. With respect to any such materials, 
the Government shall be liable to any war 
contractor concerned only for their return 
to such war contractor or for their disposal 
value at the time of their removal or for 
the proceeds realized by the Government 
from their disposal, at the election of the 
Government agency concerned, unless the 
Government agency and the war contractor 
agree or have agreed on a different basis. 
Any amount so paid or payable to a war 
contractor for materials allocable to a termi- 
nated war contract shall be credited against 
the termination claim under such contract 
but shall not otherwise affect the amount 
due on the claim, unless the Government 
agency concerned and the war contractor 
agree or have agreed otherwise. Any mate- 
rials to which the Director takes title under 
this section shall be delivered for disposal to 
any appropriate Government agency author- 
ized to make such disposal. 

(f) No contracting agency shall postpone 
or delay any termination settlement beyond 
the period specified in subsection (c) of 
this section for the purpose of awaiting dis- 
posal by the war contractor or the Govern- 
ment of any termination inventory reported 
in accordance with subsection (b) of this 
section. 

(g) Whenever any war contractor 20 
longer requires, for the performance of any 
war contract, any Government-owned ~~ 
chinery, tools, or equipment installed in = 
plant for the performance of one OF ae 
war contracts, the Government agency yea 
cerned, upon written demand by the ae 
contractor, and within sixty days after = 
demand or such other period as may be al 
scribed under this Act, and upon such ar 
ditions as may be so prescribed, shall rer 
or provide for the removal of such mach aoa 
tools, or equipment from such plant, Ua 
the Government agency concerned @n 
war contractor, by facilities contrac 
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otherwise, have made or make other -pro- 
visions for the retention, storage, mainte- 
nance, or disposition of such machinery, 
tools or equipment. The Government agency 
concerned may waive or release on behalf of 
the United States any obligation of the war 
contractor with respect to such machinery, 
tools, or equipment upon such terms and 
conditions as the agency deems appropriate. 
Upon the failure of the Government so to 
remove or provide for removal of any such 
machinery, tools, or equipment, the war con- 
tractor, subject to regulations prescribed un- 
der this Act, may remove all or part of such 
machinery, tools, or equipment from his plant 
and may store it on his own premises or 
elsewhere, for the account and at the risk 
and expense of the Government, using rea- 
sonable care for its transportation and pres- 
ervation. 

(h) Nothing in this Act shall limit or affect 
the authority of the War Department, Navy 
Department, or Maritime Commission, re- 
spectively, to take over any tefmination in- 
ventories and to retain them for their use for 
any purpose or to dispose of such termina- 
tion inventories for the purpose of war pro- 
duction, or to authorize any war contractor 
to retain or dispose of such termination in- 
ventories for the purpose of war production. 

(i) Nothing in this section shall be con- 
strued to prevent the removal and storage of 
any termination inventory by any war con- 
tractor, at his own risk, at any time after 
termination of any war contract to which it 
is allocable. 


APPEAL 


Src. 13. (a) Whenever the contracting 
agancy responsible for settling any termina- 
tion claim has not settled the claim by agree- 
ment or has so settled only a part of the 
claim, (1) the contracting agency at any 
time may determine the amount due on 
such claim or such unsettled part, and pre- 
pare written findings indicating the basis of 
the determination, and deliver a copy of such 
findings to the war contractor, or (2) if the 
termination claim has been submitted in the 
manner and substantially the form pre- 
ecribed under this Act, the contracting 
agency, upon written demand by the war 
contractor for such findings, shall determine 
the amount due on the claim or unsettled 

and prepare and deliver such findings 
the war contractor within ninety days 
after the receipt by the agency of such de- 
mand. In preparing such findings, the con- 
tracting agency may require the war con- 
tractor to furnish such information and to 
submit to such audits as may be reasonably 
necessary for that purpose. Within thirty 
days after the delivery of any such findings, 
the contracting agency shall pay to the war 
contractor at least 90 per centum of the 
amount thereby determined to be due, after 
deducting the amount of any outstanding 
interim financing applicable thereto. 

(b) Whenever any war contractor is ag- 
Btieved by the findings of a contracting 
agency on his claim or part thereof or by 
its failure to make such findings in accord- 
ance with subsection (a) of this section, he 
may, at his election—~ 

(1) Appeal to the Appeal Board in accord- 
ance with subsection (d) of this section; or 

(2) Bring suit against the United States 
for such claim or such part thereof, in the 
Court of Claims or in a United States dis- 

ttict court, in accordance with subsection 
(20) of section 24 of the Judicial Code (28 
USO. 41 (20)), except that, if the contract- 
ing agency is the Reconstruction Finance 


ration, or any corporation organized 


pursuant to the Reconstruction Finance 
ration Act (47 Stat. 5), as amended, or 

ps corporation owned or controlled by the 
hited States, the suit shall be brought 
*gainst such corporation in any court of com- 
Jurisdiction in accordance with exist- 
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(c) Any proceeding under subsection (b) 
of this section shall be governed by the fol- 
lowing conditions: 

(1) When any contracting agency provides 
a procedure within the agency for protest 
against such findings or for other appeal 
therefrom by the war contractor, the war 
contractor, before proceeding under subsec- 
tion (b) of this section, (i) in his discretion 
may resort to such procedure within the time 
specified in his contract, or, if no time is 
specified, within thirty days after the delivery 
to him of the findings; and (ii) shall resort 
to such procedure for protest or other ap- 
peal to the extent required by the Director, 
but failure of the contracting agency to act 
on any such required protest or appeal within 
thirty days shall operate as a refusal by the 
agency to modify its findings. Any revision 
of the findings by the contracting agency, 
upon protest or appeal within the agency, 
shall be treated as the findings of the agency 
for the purpose of appeal or suit under sub- 
section (b) of this section. Notwithstanding 
any contrary provision in any war contract, 
no war contractor shall be required to pro- 
test or appeal from such findings within the 
contracting agency except in accordance with 
this paragraph. 

(2) A war contractor may initiate proceed- 
ings in accordance with subsection (b) of 
this section (i) within ninety days after de- 
livery to him of the findings by the contract- 
ing agency, or (ii) in case of protests or 
appeal within the agency, within ninety days 
after the determination of such protest or 
appeal, or (iii) in case of failure to deliver 
such findings, within one year after his de- 
mand therefor. If he does not initiate such 
proceedings within the time specified, he 
shall be precluded thereafter from initiating 
any proceedings in accordance with subsec- 
tion (b) of this section, and the findings of 
the contracting agency shall be final and 
conclusive, or if no findings were made, he 
shall be deemed to have waived such termi- 
nation claim. 


(3) Notwithstanding any contrary vi- 
sion in any war contract, the Appeal Board 
or court shall not be bound by the findings 
of the contracting agency, but shall treat 
such findings as prima facie correct, and the 
burden shall be on the war contractor to 
establish that the amount due on his claim 
or part thereof exceeds the amount allowed 
by the findings of the contracting agency. 
Whenever the Appeal Board or court finds 
that the war contractor failed to negotiate 
in good faith with the contracting agency for 
the settlement of his claim or part thereof 
before appeal or suit thereon, or failed to 
furnish to the agency any information rea- 
sonably requested by it regarding his ter- 
mination claim or part thereof, or failed to 
prosecute diligently any protest or appeal 
required to be taken under subsection (c) (1) 
(ii) of this section, the Appeal Board or 
court (i) may refuse to receive in evidence 
any information not submitted to the con- 
tracting agency; (ii) may deny interest on 
the claim or part thereof*for such period as 
it deems proper; or (iii) may remand the 
case to the contracting agency for further 

roceedings upon such terms as the Appeal 
ard or court may prescribe. Unless the 
case is remanded, the Appeal Board or court 
shall enter the appropriate award or judg- 
ment on the basis of the law and facts, and 
may increase or decrease the amount allowed 
by the findings of the contracting agency. 

(4) Any such proceedings shall not affect 
the authority of the contracting agency con- 
cerned to make a settlement of the termina- 
tion claim, or any part thereof, by agreement 
with the war contractor at any time before 
such proceedings are concluded. 

(d) (1) The Director shall appoint an 
Appeal Board, composed of such number of 
members as he deems necessary from time 
to time to hear appeals under this section. 
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The members of the Appeal Board shall be 
qualified and experienced attorneys, en- 
gineers, accountants, or persons possessing 
sufficient business experience or professsional 
skill. He shall, without regard to the pro- 
visions of the civil-service laws and the 
Classification Act of 1923, appoint and fix 
the compensation and term of office of the 
members of the Appeal Board: Provided, 
That no member shall receive compensation 
at a rate in excess of $10,000 per annum nor 
be appointed for a term longer than two 
years. 

(2) Panels of one or more members may 
act for the Appeal Board and shall sit from 
time to time in localities throughout the 
country, reasonably convenient for war con- 
tractors having proceedings before them. A 
panel of one member of the Appeal Board 
may hear any appeal whenever (i) the 
amount in controversy in the appeal is $25,- 
000 or less; or (ii) the amount in controversy 
exceeds $25,000, but the war contractor tak- 
ing the appeal fails to demand a panel of 
three members at the time of filing his 
appeal. If the war contractor is aggrieved 
by the decision of the Appeal Board or panel 
(other than an order remanding the case to 
the contracting agency under subsection (c) 
(3) (ili) of this section), then within ninety 
days after such decision he may bring suit 
on the claim or unsettled part thereof in 
accordance with subsection (b) (2) of this 
section. Such suit shall proceed as if no 
appeal had been taken under subsection (b) 
of this section. All costs of such suit shall 
be borne by the war contractor unless the 
court awards such contractor an amount in 
excess of that allowed by the Appeal Board 
or panel. Upon failure of the war contractor 
so to sue within such period, the decision 
of the Appeal Board or panel shall be final 
and conclusive. 

(3) The Director or, if authorized by him, 
the Appeal Board shall prescribe the prac- 
tice and procedure to govern proceedings for 
the Appeal Board. The Appeal Board or any 
panel thereof shall have power to administer 
oaths to witnesses and to compel by subpena 
the attendance of witnesses, and the produc- 
tion of books, papers, documents, and other 
records. All provisions of law (including 
penalties and provisions relating to self- 
incrimination) applicable with respect to 
subpenas issued under the Federal Trade 
Commission Act shall be applicable with re- 
spect to subpenas issued by the Appeal Board 
fmsofar as such provisions are not incon- 
sistent with the provisions of this Act. 

(e) The contracting agency responsible for 
settling any claim and the war contractor 
asserting the claim, by agreement, may sub- 
mit all or any part of the termination claim 
to arbitration, without regard to the amount 
in dispute. Such arbitration proceedings 
shall be governed by the provisions of the 
United States Arbitration Act to the same 
extent as if authorized by an effective agree- 
ment in writing between the Government 
and the war contractor. Any such arbitra- 
tion award shall be final and conclusive upon 
the United States to the same extent as a 
settlement under subsection (c) of section 6, 
but shall not be subject to approval by any 
settlement review board. 

(f) Whenever any dispute exists between 
any war contractor and a subcontractor re- 
garding any termination claim, either of 
them, by agreement with the other, may sub- 
mit the dispute— 

(1) to the Appeal Board in accordance with 
subsection (d) of this section; 

(2) to a contracting agency for mediation 
or arbitration whenever authorized by the 
agency or required by the Director. 

Any award or decision in such proceedings 
shall be final and conclusive as to the parties 


. 80 submitting any such dispute and shall not 


be questioned by the United States in set- 
tling any related claim, in the absence of 
fraud or collusion. 


N 
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CourT oF CLAIMS 


Sec. 14. (a) For the purpose of expediting 
the adjudication of termination claims, the 
Court of Claims is authorized to appoint not 
more than ten auditors and not more than 
twenty commissioners in addition to those 
provided for by the Act of February 24, 1925 
(ch. 301, 43 Stat. 964), as amended by the 
Act of June 23, 1930 (ch. 573, 46 Stat. 799), 
and the provisions of said Act shall apply to 
such additional commissioners in all respects 
as if they had been appointed thereunder 
without limitation as to nature of duties 
which they may be called upon to perform. 

(b) The Court of Claims, on motion of 
either of the parties, or on its own motion, 
may summon any and all persons with legal 
capacity to be sued to appear as a party or 
parties in any suit or proceeding of any na- 
ture whatsoever pending in said court to as- 
sert and defend their interests, if any, in such 
suits or proceedings, within such period of 
time prior to judgment as the Court of 
Claims shall prescribe. If the name and ad- 
dress of any such person is known or can be 
ascertained by reasonable diligence, and if 
he resides within the jurisdiction of the 
United States, he shall be summoned to ap- 
pear by personal service; but if any such per- 
son resides outside of the jurisdiction of the 
United States, or is unknown, or if for any 
other good and sufficient reason appearing 
to the court personal service cannot be had, 
he may be summoned by publication, under 
such rules as the court may adopt, together 
with a copy of the summons mailed by regis- 
tered mailed to such person’s last known ad- 
dress. The Court of Claims may, upon mo- 
tion of the Attorney General, in any suit or 
proceeding where there may be any number 
of persons having possible interests therein, 
notify such persons to appear to assert and 
defend such interests. Upon failure so to 
appear, any and all claims or interests in 
claims of any such person against the United 
States, in respect of the subject matter of 
such suit or proceeding, shall forever be 
barred and the court shall have jurisdiction 
to enter judgment pro confesso upon any 
qiaim or contingent claim asserted on behalf 
of the United States against any person who, 
having been duly served with summons, fails 
to respond thereto, to the same extent and 
with like effect as if such person had ap- 
peared and had admitted the truth of all al- 
legations made on behalf of the United 
States. Upon appearance by any person pur- 
suant to any such summons or notice, the 
case as to such person shall, for all purposes, 
be treated as if an independent proceeding 
had been instituted by such person pursuant 
to section 145 of the Judicial Code, as amend- 
ed, and as if such independent proceeding 
had then been consolidated, for purposes of 
trial and determination, with the case in 
respect of which the summons or notice was 
issued, except that the United States shall 
not be heard upon any counterclaims, claims 
for damages or other demands whatsoever 
against such person, other than claims and 
contingent claims for the recovery of money 
hereafter paid by the United States in respect 
of the transaction or matter which consti- 
tutes the subject matter of such case, unless 
and until such person shall assert therein a 
claim, or an interest in a claim, against the 
United States, and the Court of Claims shall 
have jurisdiction to adjudicate, as between 
any and all adverse claimants, their respec- 
tive several interests in any matter in suit 
and to award several judgments in accord- 
ance therewith. 

(c) The jurisdiction of the Court of Claims 
shall not be affected by this Act except to 
the extent necessary to give effect to this Act, 
and no person shall recover judgment on any 
claim, or on any interest in any claim, in 
said court which such person would not 


have had aright to assert in said court if this 
section had not been enacted. 


PERSONAL FINANCIAL LIABILITY 


Sec. 15. (a) Whenever any payment is 
made from Government funds to any war 
contractor or other person as an advance, 
partial or final payment on any termination 
claim, or pursuant to any loan, guaranty, or 
agreement for the purchase of any loan, or 
any commitment in connection therewith, 
entered into by the Government, no officer 
or other Government agent authorizing or 
approving such payment or settlement, or 
certifying the voucher for such payment, or 
making the payment in accordance with a 
duly certified voucher, shall be personally 
liable for such payment, in the absence of 
fraud on his part. In settling the accounts 
of any disbursing officer the General Ac- 
counting Office shall allow any such disburse- 
ments made by him notwithstanding any 
other provisions of law. 

(b) For the purpose of making termina- 
tion settlements or interim financing any 
Government agency is authorized to rely 
upon such certificates of war contractors as 
it deems proper and to permit war contrac- 
tors and other persons to rely upon such 
certificates without financial liability in the 
absence of fraud on their part. 


THE GENERAL ACCOUNTING OFFICE 


' Sec. 16. (a) Any other provision of law not- 
withstanding, the function of the General 
Accounting Office with respect to any ter- 
mination settlement made, authorized, rati- 
fied, or approved by a contracting agency 
shall be confined to determining, after final 
settlement, (1) whether the settlement pay- 
ments to the war contractor were made in 
accordance with the settlement, and (2) 
whether the records transmitted to it, or 
other information, warrant a reasonable be- 
lief that the settlement was induced by 
fraud. For this purpose the General Ac- 
counting Office shall have the authority to 
examine any records maintained by any con- 
‘tracting agency or by any war contractor re- 
lating to any termination settlement. 

(b) Whenever the Comptroller General is 
convinced that any settlement was induced 
by fraud, he shall so certify, together with 
all the facts relating thereto, to the Depart- 
ment of Justice, to the Director, and to the 
contracting agency concerned. Upon receipt 
of such certificate (1) the Department of 
Justice shall make an investigation to de- 
termine whether such settlement was in- 
duced by fraud, and (2) until the Depart- 
ment of Justice notifies the contracting 
agency that in its opinion the facts do not 
support the belief that the settlement was 
induced by fraud, the contracting agency, by 
set-off or otherwise, may withhold, from 
amounts owing to the war contractor by the 
United States under such settlement or other- 
wise, the amount of the settlement, or the 
portion thereof, which, in the opinion of the 
Comptroller General as stated in his certifi- 
cate, was affected by the fraud. In any such 
case the Department of Justice shall take 
such action as it deems appropriate to re- 
cover payments made to such war contractor, 
The General Accounting Office shall not sus- 
pend credit to any disbursing officer on any 
disbursements made by him under such set- 
tlement in the absence of fraud on his part. 

(c) The Comptroller General may investi- 
gate the settlements completed by each con- 
tracting agency for the purpose of reporting 
to the Congress from time to time on— 

(1) Whether the settlement methods and 
procedures employed by such agency are of 
a kind and type designed to result in expedi- 
tious and fair settlements in accordance with 
and subject to the provisions of this Act and 
the orders and regulations of the Director; 


(2) Whether such methods and procedures 
are followed by such agency with care and 
efficiency; and 

(3) Whether such methods and procedures 
adequately protect the interest of the Goy- 
ernment. 

If in any such report the Comptroller Gen. 
eral shall find that the settlement methods 
and procedures fail to meet the foregoing 
standards, he shall make suggestions and 
recommendations to such agency for the im- 
provement of such methods and procedures 
and to the Congress for any additional legis. 
lation needed to carry out the policies of this 
Act. At least thirty days before filing any 
such report with the Congress, the Comp- 
troller General shall deliver a copy thereof to 
the agency concerned and the Director, and 
shall forward to the Congress together with 
such report any comments of such agency 
with respect thereto. 

(d) The jurisdiction of the Comptroller 
General of the United States shall not be 
affected by this Act except to the extent 
necessary to give effect to the specific provi- 
sions thereof. 


DEFECTIVE, INFORMAL, AND QUASI CONTRACTS 


Sec. 17. (a) Where any person has arranged 
to furnish or furnished to a contracting 
agency or to a war contractor any materials, 
services, or facilities related to the prosecu- 


tion of the war, without a formal contract, 


relying in good faith upon the apparent au- 
thority of an officer or agent of a contracting 
agency, written or oral instructions, or any 
other request to proceed from a contracting 
agency, the contracting agency shall pay such 
person fair compensation therefor. 

(b) Whenever any formal or technical de- 
fect or omission in any prime contract, or in 
any grant of authority to an officer or agent 
of a contracting agency who ordered any 
materials, services, and facilities might in- 


-validate the contract or commitment, the 


contracting agency (1) shall not take ad- 
vantage of such defect or omission; (2) shall 
amend, confirm, or ratify such contract or 
commitment without consideration in order 
to cure ~uch defect or omission; and (3) shall 
make a fair settlement of any obligation 
thereby created or incurred by such agency, 
whether expressed or implied, in fact or in 
law, or in the nature of an implied or quasi 
contract. 

(c) Where a contracting agency fails to set- 


‘tle by agreement any claim asserted under 


this section, the dispute shall be stibject to 
the provisions of section 13 of this Act. 

(d) The Director shall require each con- 
tracting agency to formalize all such obliga- 
tions and commitments within such period 


‘as the Director deems appropriate. 


RecorD, FoRMS AND REPORTS 


Sec.18. (a) The Director shall establish 
policies for such supervision and review 
within the contracting agencies of termina- 
tion settlements and interim financing as he 
deems necessary and appropriate to prevent 
and detect fraud and to assure uniformity 
in administration and to provide for expe- 
ditious settlements. For this purpose he 
shall prescribe (1) such records to be pre- 
pared by the contracting agencies and by 
war contractors as he deems necessary im 
connection with such settlements and in- 
terim financing; and (2) the records in con- 
nection therewith to be transmitted to the 
General Accounting Office. He shall seek t0 
reduce the amount of record keeping, Te 
porting, and accounting in connection ye 
the settlement of termination claims 4D 
interim financing to the minimum compat: 
ible with the reasonable protection of the 
public interest. Each contracting agency 
shall prescribe forms for use by war — 
tractors in connection with termination se 
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tlements and interim financing to the extent 
it deems necessary and feasible. 

(b) The Director shall require the Gov- 
ernment agencies performing functions under 
this Act to prepare such information and 
reports regarding terminations of war con- 
tracts, settlements of termination claims, 
and interim financing, as he deems necessary 
to assist him in appraising their operations 
or to assist him or other Government agen- 
cies in performing their functions under this 
Act, and may prescribe the terms and condi- 
tions upon which such information and re- 
ports shall be made available to other Gov- 
ernment agencies. The Director may require 
any Government agency to furnish such in- 
formation under its control as he deems nec- 
essary for the performance of his functions 
under this Act, but any such agency, in its 
discretion, may furnish any such information 
deemed by it to affect the national security 
only to the Director himself. 

(c) The Director, by regulation, shall pro- 
vide for making available to any interested 
Government agency such advance notice and 
other information on cut-backs in war pro- 
duction resulting from terminations or faitl- 
ures to renew or extend war contracts, as he 
deems necessary and appropriate. 

(d) The Director shall make such investi- 
gations as he deems necessary or desirable in 
connection with termination settlements and 
interim financing. For this purpose he may 
utilize the facilities of any existing agencies 
and if he determines that the facilities of 
existing agencies are inadequate, he may 
establish a unit in the Office of Contract 
Settlement to supplement and facilitate the 
work of existing agencies. He shall report to 
the Department of Justice any information 
received by him indicating any fraudulent 
practices, for appropriate action. 

(e) Whenever any contracting agency or 
the Director believes that any settlement was 
induced by fraud, the agency or Director shall 
report the facts to the Department of Justice. 
Thereupon, (1) the Department of Justice 
shall make an investigation to determine 
whether such settlement was induced by 
fraud, and (2) until the Department of Jus- 
tice notifies the contracting agency that in 
its opinion the facts do not support the belief 
that the settlement was induced by fraud, 
the contracting agency, by set-off or other- 
wise, may withhold, from amounts owing to 
the war contractor by the United States 
under such settlement or otherwise, the 
amount of the settlement, or the portion 
thereof, which, in its opinion, was affected by 
the fraud. In any such case the Depart- 
ment of Justice shall take such action as it 
deems appropriate to recover payments made 
to such war contractor, 


PRESERVATION OF RECORDS; PROSECUTION OF 
Fraup 


Sec. 19. (a) It shall be unlawful for any 
Person willfully to secrete, mutilate, obliter- 
ate, or destroy, or cause to be secreted, muti- 
lated, obliterated, or destroyed— 

(1) Any records of a war contractor relating 
to the negotiation, award, performance, pay- 
ment, interim financing, cancelation or other 
termination, or settlement of a war contract 
of $25,000 or more; or 

(ii) Any records of a war contractor and 
&ny purchaser relating to any disposition of 
termination inventory in which the consid- 
eration received by any war contractor or any 
Government agency is $5,000 or more. 


Until (1) five years after such disposition of 
termination inventory by such war contractor 
or Government agency, or (2) five years after 
the final settlement of such war contract, or 
{8) five years after the termination of hostili- 
les in the present war as proclaimed by the 
esident or by a concurrent resolution of the 

© Houses of Congress, whichever applicable 

Od is longer, 


As used in this subsection, the term “rec- 
ords” includes, but is not limited to, books, 
ledgers, checks, and check stubs, pay-roll 
data, vouchers, memoranda, correspondence, 
inspection reports and certificates. Any cor- 
poration violating any provision of this sub- 
section shall be fined not more than $50,000 
and any natural person violating any provi- 
sion of this subsection shall be fined not 
more than $10,000, or imprisoned for not 
more than five years, or both: Provided, how- 
ever, That the Director, by regulation, may 
authorize the destruction of such records 
upon such terms and conditions as he deems 
appropriate, which may include the making 
and retaining of photographs or microphoto- 
graphs. Photographs or microphotographs 
of any records made in compliance with such 
regulations of the Director shall have the 
same force and effect as the originals thereof 
would have and shall be treated as originals 
for the purpose of admissibility in evidence. 

(b) The first section of the Act of August 
24, 1942 (56 Stat. 747; title 18, U. S. C., Supp. 
TI, sec. 590a), is amended to read as follows: 

“The running of any existing statute of 
limitations applicable to any offense against 
the laws of the United States (1) involving 
defrauding or attempts to defraud the United 
States or any agency thereof whether by con- 
spiracy or not, and in any manner, or (2) 
committed in connection with the negotia- 
tion, procurement, award, performance, pay- 
ment for, interim financing, cancelation or 
other termination or settlement, of any con- 
tract, subcontract, or purchase order which 
is connected with or related to the prosecu- 
tion of the present war, or with any disposi- 
tion of termination inventory by any war 
contractor or Government agency, shall be 
suspended until three years after the termi- 
nation of hostilities in the present war as 
proclaimed by the President or by a concur- 
rent resolution of the two Houses of Con- 
gress. This section shall apply to acts, of- 
fenses, or transactions where the existing 
statute of limitations has not yet fully run, 
but it shall not apply to acts, offenses, or 
transactions which are already barred by pro- 
visions of existing law.” 

(c) (1) Every person who makes or causes 
to be made, or presents or causes to be pre- 
sented to any officer, agent, or employee of 
any Government agency any claim, bill, re- 
ceipt, voucher, statement, account, certificate, 
affidavit, or deposition, knowing the same to 
be false, fraudulent, or fictitious or knowing 
the same to contain or to be based on any 
false, fraudulent, or fictitious statement or 
entry, or who shall cover up or conceal any 
material fact, or who shall use or engage in 
any other fraudulent trick, scheme, or de- 
vice, for the purpose of securing or obtaining, 
or aiding to secure or obtain, for any person 
any benefit, payment, compensation, allow- 
ance, loan, advance, or emolument from the 
United States or any Government agency in 
connection with the termination, cancela- 
tion, settlement, payment, negotiation, re- 
negotiation, performance, procurement, or 
award of a contract with the United States 
or with any other person, and every person 
who enters into an agreement, combination, 
or conspiracy so to do, (1) shall pay to the 
United States an amount equal to 25 per 
centum of any amount thereby sought to be 
wrongfully secured or obtained but not actu- 
ally received, and (2) shall forfeit and re- 
fund any such benefit, payment, compensa- 
tion, allowance, loan, advance, and emolu- 
ment received as a result thereof and (3) 
shall in addition pay to the United States 
the sum of $2,000 for each such act, and 
double the amount of any damage which the 
United States may have sustained by reason 
thereof, together with the costs of suit. 

(2) The several district courts of the 
United States, the District of Columbia, the 
several district courts of the Territories of 
the United States, within whose jurisdic- 
tional limits the person, or persons, doing or 
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committing such act, or any one of them, 
resides or shall be found, shall, wheresoever 
such act may have been done or committed, 
have full power and jurisdiction to hear, try, 
and determine such suit, and such person or 
Persons as are not inhabitants of or found 
within the district in which suit is brought 
may be brought in by order of the court to 
be served personally or by publication or in 
such other reasonable manner as the court 
may direct. 

(d) The provisions of section 35-A of the 
Criminal Code (18 U. S. C., sec. 80) shall 
apply to any statement, representation, bill, 
receipt, voucher, roll, account, claim, certifi- 
cate, affidavit, or deposition made or used or 
caused to be made or used for any purpose 
under this Act or under any regulations pur- 
suant to this Act. 

(e) It shall be unlawful for any person 
employed in any Government agency, includ- 
ing commissioned officers assigned to duty in 
such agency, during the period such person 
is engaged in such employment or service, 
to prosecute, or to act as counsel, attorney, 
or agent for prosecuting, any claim against 
the United States, or for any such person 
within two years after the time when such 
employment or service has ceased, to prose- 
cute, or to act as counsel, attorney, or agent 
for prosecuting, any claim against the United 
States involving any subject matter directly 
connected with which such person was 80 
employed or performed duty. Any person 
violating any provision of this subsection 
shall be fined not more than $10,000 or im- 
prisoned for not more than one year, or both. 


GENERAL PROVISIONS 


Sec. 20. (a) Each contracting agency shall 
have authority, notwithstanding any provi- 
sions of law other than contained in this 
Act, (1) to make any contract necessary and 
appropriate to carry out the provisions of 
this Act; (2) to amend by agreement any 
existing contract, either before or after no- 
tice of its termination, on such terms and to 
such extent as it deems necessary and ap- 
propriate to carry out the provisions of this 
Act; and (3) in settling any termination 
claim, to agree to assume, or indemnify the 
war contractor against, any claims by any 
person in connection with such termination 
claims or settlement. This subsection shall 
not limit or affect in any way any authority 
of any contracting agency under-the First 
War Powers Act, 1941, or under any other 
statute. 

(b) Any contracting agency may prescribe 
the amount and kind of evidence required to 
identify any person as a war contractor, or 
any contract, agreement, or purchase order 
as a war contract for any of the purposes 
of this Act. Any determination so made 
that any person is a war contractor, or that 
any contract, agreement, or purchase order 
is a war contract, shall be final and conclu- 
sive for any of the purposes of this Act. 

(c) There are hereby authorized to be 
appropriated such sums as may be necessary 
for administering the provisions of this Act. 

(d) Alli policies and procedures relating to 
termination of war contracts, termination 
settlements, and interim financing, pre- 
scribed by the Director of War Mobilization 
or any contracting agency, in effect upon the 
effective date of this Act, and not incon- 
sistent with this Act, shall remain in full 
force and effect unless and until superseded 
by the Director in accordance with this Act, 
or by regulations of the contracting agency 
not inconsistent with this Act or the policies 
prescribed by the Director. 

(e) Nothing in this Act shall be deemed 
to impair or modify any war contract or 
any term or provision of any war contract 
or any assignment of any claim under a war 
contract, without the consent of the parties 
thereto, if the war contract, or the term, pro- 
vision, or assignment thereof, is otherwise 
valid. 
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(f) Any contracting agency may authorize 
or direct its officers and employees, as a part 
of their official duties, to advise, aid, and 
assist war contractors in preparing and pre- 
senting termination claims, in obtaining in- 
terim financing, and in related matters, to 
such extent as it deems desirable. Sugh ad- 
vice, aid, or assistance shall not constitute a 
violation of section 109 of the Criminal Code 
(18 U. S. C. 198) or of any other law, pro- 
vided the officer or employee does not receive 
therefor benefit or compensation of any kind, 
directly or indirectly, from any war con- 
tractor. ‘ 

(g) The Smaller War Plants Corporation 
is hereby directed— 

(1) To disseminate information among 
Small business concerns with respect to in- 
terim financing, termination settlements, re- 
moval and storage of termination inventories 
pursuant to the provisions of this Act and 
the regulations of the Director; and 

(2) To assist small business concerns in 
connection with the securing of interim 
financing and the preparation of applica- 
tions for such interim financing, the effect- 
ing of termination settlements, and the re- 
moval and storage of termination inventories, 
and to make interim loans and guaranties, in 
order to assure that small business concerns 
receive fair and equitable treatment from 
prime contractors and intermediate subcon- 


stractors in connection with the termination 


of war contracts. 
OTHER FUNCTIONS OF THE DIRECTOR 


Sec. 21. In addition to his other functions 
under this Act, the Director shall— 
(a) Promote the training of personnel for 


’ termination settlement and interim financ- 


ing by contracting agencies, war contractors, 
and financing institutions: 

(b) Collaborate with the Smaller War 
Plants Corporation in protecting the inter- 


- ests of smaller war contractors in obtaining 


fair and expeditious termination settlements 
and interim financing: 

(c) Promote decentralization of the ad- 
ministration of termination settlements and 
interim financing by fostering delegation of 
authority within contracting agencies and 
to war contractors, to the extent he deems 
necessary and feasible; and 

(d) Consult with war contractors through 
advisory committees or such other methods 
as he deems appropriate. 


Use OF APPROPRIATED FUNDS 


Sec. 22. Any contracting agency is au- 
thorized— 

(a) To use for interim financing, the pay- 
ment of claims, and for any other purposes 
authorized in this Act any funds which have 
heretofore been appropriated or allocated or 
which may hereafter be appropriated or allo- 
cated to it, or which are or may become avail- 
able to it, for such purposes or for the pur- 
poses of war production or war procurement; 

(b) To use any such funds appropriated, 
allocated, or available to it for expenditures 
for or in behalf of any other contracting 
agency for the purposes authorized in this 
Act; and 

(c) To determine by agreement, joint esti- 
mate, or any other method authorized by 
the Director, the part of any expenditure 
made pursuant to subsection (b) hereof to 
be paid by each contracting agency concerned 
and to make transfers of funds between such 
contracting agencies accordingly. Transfers 
of funds between appropriations carried upon 
the books of the Treasury shall be made by 
the Secretary of the Treasury in accordance 
with joint requests of the contracting agen- 
cies involved. 


DELEGATION OF AUTHORITY 


Sec. 23. (a) The Director may delegate any 
authority and discretion conferred upon him 
by this Act to any Deputy Director, and may 


delegate such authority and discretion, upon 
such terms and conditions as he may pre- 
scribe, to the head of any Government agency 
to the extent necessary to the handling and 
solution of problems peculiar to that agency. 

(b) The head of any Government agency 
may delegate any authority and discretion 
conferred upon him or his agency by or pur- 
suant to this Act to any officer, agent, or 
employee of such agency or to any other Gov- 
ernment agency, and may authorize succes- 
sive redelegations of such authority and 
discretion. 

(c) Any two or more Government agen- 
cies may exercise jointly any authority and 
discretion conferred upon each of them indi- 
vidually by or pursuant to this Act. 

(d) Nothing in this Act shall prevent the 
Director from exercising any authority con- 
ferred upon him by any other statute. 


APPLICABILITY ~ 


Sec. 24. (a) This Act shall become effective 
twenty days after the date of its enactment. 
With the exception of the provisions of para- 
graphs (b), (c), (d), and (e) of section 12, 
and of sections 6, 7, 8, 9, 10, and 13, this 
Act shall be applicable in the case of any 
terminated war contract which has been 
finally settled at or before the effective date 
of this Act. 

(b) Nothing in this Act shall limit or affect 
any authority conferred by the Act of March 
11, 1941 (55 Stat. 31), as amended, or Acts 
supplemental thereto. 

Sec. 25. Subject to policies prescribed by 
the Director, any contracting agency may 
exempt from some or all of the provisions of 
this Act (a) any war contract made or to be 


' performed outside the continental limits of 


the United States or in Alaska, or (b) any 
termination inventory situated outside of the 
continental limits of the United States or in 
Alaska, or (c) any modification of a war con- 
tract pursuant to its terms for the purpose 
of changing plans or Specifications applica- 
ble to the work without substantially reduc- 
ing its extent. 


SEPARABILITY OF PROVISIONS 


Sec. 26. If any provision of this Act, or the 
application of such provision to any person 
or circumstance, is held invalid, the remain- 
der of this Act or the application of such pro- 
vision to persons or circumstances other than 
those as to which it is held invalid, shall not 
be affected thereby. 


Suort 


Sec. 27. This Act may be cited as the “Con- 
tract Settlement Act of 1944”, 


Approved July 1, 1944. 
[JTR 911] 


SUBPART B—-ORDERS AND INTERPRETATIONS 


§ 849.920 Scope. This subpart con- 
tains certain regulations of other Gov- 
ernment agencies referred to in the sub- 
chapter, and official interpretations of 
such regulations and applicable statutes. 
[JTR 920] 


§ 849.922 Certain orders and regula- 
tions of Office of Contract Settlement. 
Certain orders and regulations of the 
Office of Contract Settlement are set 
forth in the following sections. [JTR 
922] 


§ 849.922-1 General Regulation No. 1: 
Guaranteed loans. The text of this reg- 
ulation, issued 18 August 1944, is as fol- 
lows: 

GENERAL REGULATION No. 1 

Pursuant to the authority conferred upon 
me by Sections 4 (b) and 8 (c) of the Con- 


tract Settlement Act of 1944, I hereby pre- 
scribe the procedure for the guaranteeing 
of termination loans by the War Department, 
the Navy Department and the Maritime Com- 
mission throtgh the Federal Reserve Banks, 
outlined in the Guarantee Agreement, the 
Loan Agreement, and Explanatory Notes at- 
tached hereto as exhibits A, B, and C, re- 
spectively [see § 849.952]. 

Technical amendments not affecting policy 
may be made in exhibits B and C by agree- 
ment among the War and Navy Departments, 
the Maritime Commission and the Federal 
Reserve Board. 

In the execution of‘this procedure the fol- 
lowing policies will be observed: 

1. Termination loan (hereinafter called 
T-Loan) guarantees should not be refused by 
the contracting agency having the prepon- 
derant interest in the borrower's war con- 
tracts if the borrower is or has been engaged 
in performing an operation connected with 
or related to war production, except in such 
classes of cases aS may be prescribed by the 
Director. The borrower's certification of his 
investment in termination inventories and 
receivables and of the amounts payable to 
subcontractors should not be questioned by 
the Federal Reserve Bank or the contracting 
agency unless there is reason to believe that 
it is substantially overstated in value. Fi- 
nancing institutions should be encouraged 
to make unguaranteed production and ter- 
mination loans, and the fact that a financing 
institution has made such an unguaranteed 
loan shall not affect its right subsequently 
to apply for a T-Loan guarantee, even if the 
proceeds of the T-Loan are used to retire the 
existing loan. 

2. If a contracting agency which utilizes 
the Federal Reserve Banks as fiscal agents 
for T-Loan guarantees has local representa- 
tives in connection therewith, it should dele- 
gate to such banks authority to approve, after 
consultation with and in the absence of ob- 
jection by such representatives, all applica- 
tions for guarantees of loans totaling (a) 
$500,000 or less to any one borrower when 
the requested percentage of guarantee is not 
in excess of 90 per cent, and (b) $100,000 
or less to any one borrower when the re- 
quested percentage of guarantee is not in 
excess of 95 percent. Any such contracting 
agency which does not have such local rep- 
resentatives will provide them in the local- 
ities where, and at the times when, it is 
determined that they are required, in the 
light of its prospective volume of contract 
terminations and after consultation with the 
Director, and in the absence of such repre- 
sentatives shoyld delegate such authority to 
the Reserve Banks as is necessary to insure 
prompt processing of applications for and 
execution of such guarantees. 

3. Conditions other than those required 
under the standard loan agreement should 
be prescribed by the contracting agencies or 
the Federal Reserve Banks only in excep- 
tional circumstances and when they are 
clearly necessary to protect the Governments 
interest. Additional conditions agreed upon 
by the borrower and the financing institu- 
tion, if not unreasonable and not inconsis- 
tent with the standard loan agreement, 
should not be objected to by the contracting 
agency or the Reserve Banks. . 

4. The requested percentage of guarantee 
should not ordinarily be questioned by the 
Federal Reserve Bank or the contracting 
agency if it does not exceed 90 per cent; and 
&@ contracting agency should not authorize 4 
percentage of guarantee in excess of 90 per 
cent, or 95 per cent in the case of small loans, 
unless the circumstances clearly justify 
financing institution in requesting it 
other means of interim financing are ® 
promptly available. 

5. In general, the percentages in the —e 
formula certificate agreed upon by er 
nancing institution and the borrower sho 
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not be questioned by the Federal Reserve 
Bank or the contracting agency. After con- 
sultation with the Board of Governors of the 
Federal Reserve System, the contracting 
agencies will, to the extent practicable, spec- 
ify general criteria or standard maximums 
which may be employed in typical classes of 
cases, 
(Signed) Rosert H. HINCKLEY, 
Robert H. Hinckley, 
Director. 
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§ 849.922-2 General Regulation No. 2: 
Partial payments, The text of this regu- 
lation, issued 8 September 1944, is as fol- 
lows: 


GENERAL REGULATION No. 2 


Pursuant to the authority conferred upon 
me by Section 4 (b) and Section 8 (c) of the 
Contract Settlement Act of 1944, the follow- 
ing policies, principles, methods, procedures, 
and standards relating to partial payments 
on account of termination claims of all war 
contractors, including cost-plus-a-fixed-fee 
contractors, are prescribed for all contracting 
agencies: 

1. General policies. The contracting agene 
cies are hereby directed to provide war con- 
tractors having any termination claim or 
claims with adequate interim financing with- 
in 30 days after proper application therefor 
to such agencies. Upon request of war con- 
tractors, such interim financing shall be ef- 
fected through partial payments to the 
greatest extent practicable. Contracting 
agencies and war contractors shall take ade- 
quate steps to assure that subcontractors 
receive partial payments when desired by 
them. Determination of the amount of 
partial payments to be made under this reg- 
ulation shall be without prejudice in the ne- 
gotiation of final settlement. Such pay- 
ments shall be subject to Section 9 (b) of the 
Act, providing that any amount paid in ex- 
cess of the amount finally determined to-be 
due on the termination claim shall be treated 
as a loan from the Government to the war 
contractor receiving it. 

2. Types of partial payments. (a) The 
types of partial payments which shall be 
made are as follows: 

(i) Immediate partial payments, based on 
contractors’ estimates; 

(ii) Cost-supported partial payments; and 

(iii) Controlled partial payments into spe- 
cial accounts, 

(b) Partial payments shall, in general, be 
made to prime contractors on their own ap- 
plications based on their own termination 
charges and on the applications of sub- 
contractors transmitted through the prime 
contractor and any intervening subcon- 
tractors to the contracting agency. Such 
applications shall be made, by both prime 
Contractors and subcontractors, in sub- 
Stantially the form of Application for 
Partial Payment provided. 
cases, partial payments may be made to 
war contractors to enable them in advance 
of subcontractors’ requests, to set up a fund 
from which prompt partial and final pay- 
ments may be made to their subcontractors; 
in such cases special requests will be made, 
which need not follow the application form. 
The contracting agencies may, in addition, 
Vary the application form in such manner as 
they deem appropriate to the particular case 
to provide for the making of partial pay- 
ments upon a group of war contracts. 

3. Immediate partial payments based on 
Contractors’ estimates. (a) Contracting 
agencies shall make immediate partial pay- 
ments for the benefit of any war contractor, 
Whether prime contractor or subcontractor, 
promptly upon the filing of application there- 

or. Contracting agencies should promptly 
— the request for partial payment in the 
argest amount believed reasonable under all 


In appropriate 


the circumstances then known, but such 
amount shall not exceed 90% of the amount 
certified in the application as due on account 
of the contractor’s own costs allocable to the 
terminated portion of the contract. In de- 
ciding the amount to be paid, the contrac- 
tor’s application should be considered in the 
light of the general reputation of the con- 
tractor and other relevant factors. Contract- 
ing agencies should authorize personnel mak- 
ing partial payments to base their determina- 


‘tion of the amount to be paid solely on the 


contractor’s application unless there is 
knowledge of other relevant factors militat- 
ing against such payment. 

(b) An immediate partial payment will be 
made in each case in an amount not less than 
75% of the tontract price of completed arti- 
cles not delivered, plus 75% of the contrac- 
tor’s estimated costs of raw materials, pur- 
chased parts, supplies, direct labor and over- 
head allocable to the terminated portion of a 
contract (but not including the cost of spe- 
cial facilities or other items deemed likely 
to be of a controversial character, and not 
including profit), unless (1) the contracting 
agency has reason to believe that the appli- 
cation for immediate partial payment was 
not filed in good faith, or that the amount 
requested is excessive, or that protection of 
the Government's interests requires denial of 
the application or payment in a lesser 
amount, or (2) unless the contractor requests 
payment in a lesser amount. This provision 
for minimum partial payments shall not be 
construed to limit the responsibility of the 
contracting agencies to make partial pay- 
ments in the largest amount believed reason- 
able under the provisions of subparagraph 
(a) of this paragraph 3. 

4. Cost-supported partial payments. When 
the contractor has submitted substantial ac- 
counting data, and a preliminary review 
thereof indicates that the application is 
proper and is supported by the data submit- 
ted, the contracting agency, to the extent 
requested, shall make an additional partial 
payment, or if none has previously been 
made, a partial payment, in an amount 
which, together with any other partial pay- 
ments previously made on the same termi- 
nation claim, equals: 

(a) An amount equal to 100 percent of 
the amount payable, at the contract price, 
on account of acceptable items completed 
prior to the termination date under the terms 
of the contract, or completed thereafter with 


- the approval of the contracting agency; plus 


(b) An amount equal to 90% of the cost 
of raw materials, purchased parts, supplies, 


direct labor, and manufacturing overhead - 


allocable to the terminated portion of the 
war contract; plus 

(c) A reasonable percentage of other al- 
lowable costs, including administrative over- 
head, allocable to the terminated portion of 


* the war contract not included in the fore- 


going; plus 

(ad) Such additional amounts, if any, as 
the contracting agency deems necessary to 
provide the war contractor with adequate 
interim financing. 


The amount to be paid under subparagraphs 
(a)-—(d) above should not be greater than 
the amount which, in the opinion of the 
contracting agency after such a preliminary 
review, is due to the contractor by reason of 
the termination. 

5. Controlled partial payments, When a 
war contractor requesting, or forwarding an 
application for a partial payment, is deemed 
to be insolvent or in imminent danger of in- 
solvency, or when an application for im- 
mediate partial payment under the condi- 
tions set forth in paragraph 3 above has 
been in whole or in part denied, partial pay- 
ments may be deposited in a special account. 
Partial payments deposited in special ac- 
counts will be released as particular items of 
cost or payments to subcontractors are ap- 
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proved. The interest of the Government in 
such controlled accounts shall be protected 
by such methods as the contracting agency 
considers advisable. Additional payments 
may be made, from time to time, into the 
controlled account by the _ contracting 
agency. 

6. Partial payments to™ subcontractors 
The application of a subcontractor for par- 
tial payment shall be filed with the war con- 
tractor in the tier immediately above him, 
and unless that war contractor makes the 
payment pursuant to authorization from 
the contracting agency, shall be transmitted 
through contractual channels to the con- 
tracting agency having jurisdiction over the 
prime contract. Each prime contractor and 
upper tier subcontractor transmitting the 
application shall subscribe thereon a state- 
ment substantially as set forth on the fogm 
of application; or, in any appropriate case, 
an explanation of its unwillingness to sub- 
scribe to such a statement. In the event that 
the contracting agency totally denies the 
application for partial payment it shall pro- 
vide for the transmission of notice of the 
denial through contractual channels or 
otherwise, to the applicant. Partial pay- 
ments to subcontractors are authorized to 
be made as follows: 

(a) Such payments shall, so far as pos- 
sible, be made to prime contractors in re- 
liance on their agreement to pay over to their 
subcontractors or to credit against amounts 
owing from such subcontractors the amounts 
received by them for the benefit of such sub- 
contractors. 

(b) If a prime contractor or an interven- 
ing subcontractor is deemed to be insolvent 
or in imminent danger of insolvency, or for 
any other reason is unable or unwilling to 
pay over to his subcontractors any partial 
payment received for their benefit, the con- 
tracting agency may utilize the controlled 
account procedure set forth in paragraph 5 
above. 

(c) The contracting agencies may make 
partial payments directly to subcontractors, 
in accordance with such procedures as have 
been or may be authorized by such agencies; 
and should make such partial payments di- 
rectly where there is evidence of unwar- 
ranted delay under the normal procedures. 

In the cases provided for in subparagraphs 
(b) and (c) above, payments may be made 
without the certificates of intervening con- 
tractors, provided that sufficient other infor- 
mation justifying such partial payments is 
available. 

Nothing ‘in this regulation shall be con- 
strued to prevent any war contractor from 
making partial or other payments to its 
subcontractors pursuant to delegation from 
the contracting agency, or subject to sub- 
sequent approval by the contracting agency. 

7. Estimates of partial payment arrived at 
in advance of termination. Interim financ- 
ing by means of partial payments will be fa- 
Cilitated if contractors estimate the amounts 
required where this is practicable, in ad- 
vance of actual termination. Such prior 
estimates will be based upon the cost of the 
estimated inventory, including raw materi- 
als and work-in-process, allocable to the ter- 
minated portion of a contract at specified 
stages of completion, excluding those items 
which he intends to retain. Estimates ar- 
rived at between the contractor and a con- 
tracting agency in advance of termination 
will not constitute binding commitments 
upon a contracting agency but will be sub- 
ject to confirmation and adjustment by the 
contracting agency on or after termination. 
They will, however, provide a realistic means 
for contractors to discuss their probable fi- 
nancing requirements with contracting agen- 
cies and with their immediate customers and 
will afford a basis on which, prior to termi- 
nation, the reasonableness of contractors’ es- 
timates of costs on which the partial pay- 
ments will be granted, may be checked, sub- 
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ject to any necessary adjustment, after ter- 
mination. 

8. Assignments. Any interim financing by 
means of partial payments hereunder shall 
be made in such a manner as not to impair 
or modify any valid assignment of any claim 
under a war contract without the consent of 
the parties thereto. Contracting agencies in 
making partial payments, however, may rely 
on the statement in the application that no 


_ assignments are outstanding, in the absence 


of actual knowledge to the contrary by the 
contracting officer or notice given in accord- 
ance with the Assignment of Claims Act of 
1940. 

9. Deduction of outstanding advances, etc. 
In determining the amount of partial pay- 
ments to be made, there shall be deducted 

m the amount otherwise payable under 

is regulation: 

(a) Any unliquidated balances of advance 
and partial payments theretofore made to 
such war contractor, which are allocable to 
the terminated war contract or the termi- 
nated part of the war contract; and 

(b) The amount of all credits for the dis- 
posal or retention of property as to which 
costs or estimated costs were included in 
any application for partial payment under 
the terminated contract. 

10. Demands for repayment. Under the 
terms of the application form, the contrac- 
tor requesting a partial payment agrees to 
repay to the Government, upon demand, the 
whole or any part of the partial payment if 
the contractor fails to file the prescribed 
forms in support of its claim within the re- 
quired time, and under other stated condi- 
tions. Contracting agencies are not required 
to demand repayment of any partial pay- 
ment or portion thereof under these condi- 
tions, but may do so whenever in their opin- 
ion the interest of the Government so re- 
quires. 

11. Overpayments. Any amount of a par- 
tial payment in excess of the amount finally 
determined to be due on account of the war 
contractor’s own charges shall be treated as 
a loan from the Government to the war con- 
tractor receiving it, and shall be payable up- 
on demand with a penalty of 6% per annum 
from the date such excess arises until the 
date such excess is repaid. The contracting 
agencies shall be charged with the responsi- 
bility for instituting procedures for deter- 
mining the existence of any such excess. 

12. Overstatements of claims. If a war 
contractor overstates the amount due on ac- 
count of his own termination charges in 
connection with any partial payment appli- 
cable to such charges, he shall pay to the 
United States a penalty of 6% of the amount 
of such overstatement; if not paid, this pen- 
alty may be deducted in the final settlement 
of ‘his claim. The Director of Contract Set- 
tlement may suspend or modify any such 
penalty if in his opinion the imposition 
thereof would be inequitable, 

13. This regulation not exclusive. Nothing 
contained in this regulation shall restrict the 
authority and discretion of contracting 
agencies to provide other methods of interinr 
financing in accordance with the Contract 
Settlement Act of 1944, or to make immediate 
partial payments on other bases or in 
amounts larger than those required to be 
made hereunder, or to take appropriate ac- 
tion to protect the interest of the United 
States under guaranteed loans previously 
made to war contractors receiving partial 
payments. 

14. Speed in final settlement. The making 
of partial or advance payments shall not re- 
lieve contracting agencies of the responsibil- 
ity for making final settlements with the ut- 
most promptness, Interim financing shall 
not be refused, restricted, or unduly delayed 
in order to compel a contractor to accept a 
settlement. 

15. The reporting requirements of this reg- 
ulation have been approved by the Bureau of 


the Budget in accordance with the Federal 
Reports Act of 1942. 


(Signed) Rosert H. HINCKLEY, 
Robert H. Hinckley, 
Director. 
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SUBPART C—TERMINATION ARTICLES AND 
RELATED FORMS 


§ 849.930 Scope. This subpart con- 
tains forms of approved termination ar- 
ticles for various types of prime con- 
tracts and certain related forms. It also 
contains the approved termination 
article for fixed-price subcontracts. 
{[JTR 930] 


§ 849.931 Uniform termination article 
for fixed price supply prime contracts. 


ArT. .... Termination at the option of 
the Government. (a) The performance of 
work under this contract may be terminated 
by the Government in accordance with this 
Article in whole, or from time to time in 
part, whenever the contracting officer shall 
determine any such termination is for the 
best interests of the Government, Termina- 
tion of work hereunder shall be effected by 
delivery to the contractor of a Notice of 
Termination specifying the extent to which 
performance of work under the contract 
shall be terminated, and the date upon which 
such termination shall become effective. If 
termination of work under this contract is 
simultaneous with, a part of, or in connec- 
tion with, a general termination (1) of all 
or substantially all of a group or class of 
contracts made by the War [Navy] Depart- 
ment for the same product or for closely re- 
lated products, or (2) of war contracts at, 
about the time of, or following, the cessation 
of the present hostilities, or any major part 
thereof, such termination shall only be made 
in accordance with the provisions of this 
Article, unless the contracting officer finds 
that the contractor is then in gross or wilful 
default under this contract. 

(b) After receipt of a Notice of Termina- 
tion and except as otherwise directed by the 
contracting officer, the contractor shall (1) 
terminate work under the contract on the 
date and to the extent specified in the No- 
tice of Termination; (2) place no further 
orders or subcontracts for materials, serv- 
ices or facilities except as may be*necessary 
for completion of such portions of the work 
under the contract as may not be termi- 
nated; (3) terminate all orders and subcon- 
tracts to the extent that they relate to the 
performance of any work terminated by the 
Notice of Termination; (4) assign to the 
Government, in the manner and to the ex- 
tent directed by the contracting officer, all 
of the right, title and interest of the con- 
tractor under the orders or subcontracts so 
terminated; (5) settle all claims arising out 
of such termination of orders and subcon- 
tracts with the approval or ratifications of 
the contracting officer to the extent that he 
may require, which approval or ratification 
shall be final for all the purposes of this Ar- 
ticle; (6) transfer title and deliver to the 
Government in the manner, to the extent 
and at the times directed by the contracting 
officer (i) the fabricated or unfabricated 
parts, work in process, completed work, sup- 
plies and other material produced as a part 
of, or acquired in respect of the performance 
of, the work terminated in the Notice of Ter- 
mination, and (ii) the plans, drawings, infor- 
mation and other property which, if the con- 
tract had been completed, would be required 
to be furnished to the Government; (7) use 
his best efforts to sell in the manner, to the 
extent, at the time, and at the price or 
prices directed or authorized by the contract- 
ing officer, any property of the types referred 
to in subdivision (6) of this paragraph; pro- 
vided, however, that the contractor (i) shall 


not be required to extend credit to any pur- 
chaser and (ii) may retain any such prop- 
erty at a price or prices approved by the con- 
tracting officer; (8) complete performance of 
such part of the work as shall not have been 
terminated by the Notice of Termination; 
and (9) take such action as may be neces- 
sary or as the contracting officer may direct 
for protection and preservation of the prop- 
erty, which is in the possession of the con- 
tractor and in which the Government has 
or may acquire an interest. 

(c) The contractor and the contracting 
officer may agree upon the whole or any part 
of the amount or amounts to be paid to the 
contractor by reason of the total or partial 
termination of work pursuant to this Article, 
which amount or amounts may include a rea- 
sonable allowance for profit, and the Govern- 
ment shall pay the agreed amount or 
amounts. Nothing in paragraph (d) of this 
Article prescribing the amount to be paid to 
the contractor in the event of failure of the 
contractor and the contracting officer to agree 
upon the whole amount to be paid to the 
contractor by reason of the termination of 
work pursuant to this Article shall be deemed 
to limit, restrict or otherwise determine or 
affect the amount or amounts which may 
be agreed upon to be paid to the contractor 
pursuant to this paragraph (c). 

(d) In the event of the failure of the con- 
tractor and contracting officer to agree as 
provided in paragraph (c) upon the whole 
amount to be paid to the contractor by 
reason of the termination of work pursuant 
to this Article, the Government, but without, 
duplication of any amounts agreed upon in 
accordance with paragraph (c), shall pay to 
the contractor the following amounts: 

(1) For completed article delivered to and 
accepted by the Government (or sold or re- 
tained as provided in paragraph (b) (7) 
above) and not theretofore paid for, forth- 
with a sum equivalent to the aggregate price 
for such articles computed in accordance with 
the price or prices specified in the contract; 

(2) In respect of the contract work termi- 
nated as permitted by this Article, the total 
(without duplication of any items) of (1) 
the cost of such work exclusive of any cost 
attributable to articles id or to be paid 
for under paragraph (d) (1) hereof; (ii) the 
cost of settling and paying claims arising out 
of the termination of work under subcon- 
tracts or orders as provided in paragraph (b) 
(5) above, exclusive of the amounts paid or 
payable on account of supplies or materials 
delivered or services furnished by the subcon- 
tractor prior to the effective date of the 
notice of termination of work under this 
contract which amounts shall be included in 
the cost on account of which payment is 
made under subdivision (i) above; and (iil) 
a sum equal to --__-....-_- % * of the part 
of the amount determined under subdivision 
(i) which represents the cost of articles or 
materials not processed by the contractor, 
plus a sum equal to ------------ % * of the 
remainder of such amount, but the aggregate 
of such sums shall not exceed 6% of the whole 


12In the War Department the chief of each 
service may provide for determining the per 
centages to be inserted at Note 1 (which in 
no event will exceed 2%) and at Note 2 
(which may be greater or less than or equal 
to 6%). The general use of 2% and 8%, re 
spectively, as arbitrary figures is recom- 
mended in the interest of expediting the 
execution of contracts. Where the use of 
arbitrary figures is not desired for any rea 
son, the methods to be used in arriving at the 
percentage to be inserted at Note 2 shall be 
the same as those now used in price analysis. 
When the intended rate of profit on the fin- 
ished article covered by the contract is ag 
than 8%, the insertion of a lower figure & 
Note 2 will of course be desirable. ‘ 

In the Navy Department the percentages 0 
be inserted at Notes 1 and 2 are 2% and 8% 
without variation, 


; 
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of the amount determined under subdivision 
(i), which for the purpose of this subdivision 
(iii) shall exclude any charges for interest on 
borrowings; 

(3) The reasonable cost of the preservation 
and protection of property incurred pursuant 
to paragraph (b) (9) hereof; and any other 
reasonable cost incidental to termination of 
work under this contract, including expense 
incidental to the determination of the 
amount due to the contractor as the result 
of the termination of work under this con- 
tract. The total sum to be paid to the con- 
tractor under subdivisions (1) and (2) of 
this paragraph (d) shall not exceed the total 
contract price reduced by the amount of pay- 
ments otherwise made and by the contract 
price of work not terminated. Except for 
normal spoilage and to the extent that the 
Government shall have otherwise expressly 
assumed the risk of loss, there shall be ex- 
cluded from the amounts payable to the con- 
tractor as provided in paragraph (d) (1) and 
paragraph (d) (2) (i), all amounts allocable 
to or payable in respect of property, which 
is destroyed, lost, stolen or damaged so as 
to become undeliverable prior to the transfer 
of title to the Government or to a buyer 
pursuant to paragraph (b) (7) or prior to 
the 60th cay after delivery to the Govern- 
ment of an inventory covering such property, 
whichever shall first occur. 

(e) The obligation of the Government to 
make any payments under this article: (1) 
shall be subject to deductions in respect of 
(i) all unliquidated partial or progress 
payments, payments on account theretofore 
made to the contractor and unliquidated ad- 
vance payments, (ii) any claim which the 
Government may have against the contractor 
in connection with this contract, and (iii) 
the price agreed upon or the proceeds of sale 
of any materials, supplies or other things re- 
tained by the contractor or sold, and not 
otherwise recovered by or credited to the 
Government, and (2) in the discretion of the 
contractin;; officer shall be subject to deduc- 
tion in respect of the amount of any claim 
of any subcontractor or supplier whose sub- 
contract or order shall have been terminated 
as provided in paragraph (b) (3) except to 
the extent that such claim covers (i) prop- 
erty or materials delivered to the contractor 
or (ii) services furnished to the contractor 
in connection with the production of com- 
pleted articles under this contract. 

(f) In the event that, prior to the deter- 
mination of the final amount to be paid to 
the contractor as in this article provided, 
the contractor shall file with the contracting 
Officer a request in writing that an equitable 
adjustment should be made in the price or 
prices specified in the contract for the work 
not terminated by the Notice of Termination, 
the appropriate fair and reasonable adjust- 
ment shall be made in such price or prices. 

(g) The Government shall make partial 
payments and payments on account, from 
time to time, of the amount to which the 
contractor shall be entitled under this Article, 
whether determined by agreement or other- 
wise, whenever in the opinion of the contract- 
ing officer the aggregate of such payments 
Shall be within the amount to which the 
contractor shall be entitled hereunder. 

(h) For the purposes of paragraphs (d) 
(2) and (d) (3) hereof, the amounts of the 
payments to be made by the Government to 
the contractor shall be determined in accord- 
ance with the Statement of Principles for 
Determination of Costs upon Termination of 
Government Fixed Price Supply Contracts 
approved by the Joint Contract Termination 
Board, December 31, 1943, as amended by 
Regulation No. 5 of the Office of Contract 
Settlement dated September 30, 19448 The 
Contractor for a period of three years after 
final settlement under the contract shall 
make available to the Government at all 
Teasonable times at the office of the con- 
er 


*See § 845.551, 


tractor all of its books, records, documents, 
and other evidence bearing on the costs and 
expenses of the contractor under the con- 
tract and in respect of the termination of 
work thereunder, 
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§ 849.932 Uniform termination article 
for cost-plus-a-fized-fee prime con- 
tracts. 


ArT. --.. Termination by the Govern- 
ment—(a) Notice of termination of con- 
tractor’s right to proceed. The performance 
of work under this contract may be ter- 
minated by the Government in whole, or 
from time to time in part, (1) whenever the 
contractor shall default in performance, or 
shall so fail to make progress in the prosecu- 
tion of the work hereunder as to endanger 
performance (which shall be considered as a 
default for purposes of this contract) of this” 
contract in accordance with its terms, and 
shall fail to cure such fault or failure within 
a period of ten days (or such longer period 
as the contracting officer may allow) after 
receipt from the contracting officer of a notice 
specifying the fault or failure, or (2) when- 
ever for any reason the contracting officer 
shall determine any such termination is for 
the best interests of the Government. If 
termination of work under this contract is 
simultaneous with, a part of, or in connec- 
tion with, a general termination (1) of all 
or substantially all of a group or class of 
contracts made by the ~_.-_---_-_- Depart- 
ment for the same product or for closely re- 
lated products, or (2) of war contracts at, 
about the time of, or following, the cessation 
of the present hostilities, or any major part 
thereof, the termination shall not be for 
the default of the contractor, unless the con- 
tracting officer finds that the contractor is 
then in gross or willful default under this 
contract, Termination of work hereunder 
shall be effected by delivery to the contractor 
of a Notice of Termination specifying whether 
termination is for the default of the contrac- 
tor or at the option of the Government, the 
extent to which performance of work under 
the contract shall be terminated, and the 
date upon which such termination shall be- 
come effective. 

(b) Certain obligations of the contractor. 
After receipt of a Notice of Termination and 
except as otherwise directed by the contract- 
ing officer, the contractor shall (1) terminate 
work under the contract on the date and to 
the extent specified in the Notice of Termi- 
nation; (2) place no further orders or sub- 
contracts for materials, services or facilities 
except as may be necessary for completion of 
such portions of the work under the contract 
as may not be terminated; (3) terminate all 
orders and subcontracts to the extent that 
they relate to the performance of any work 
terminated by the Notice of Termination; 
(4) assign to the Government, in the man- 
ner and to the extent directed by the con- 
tracting officer, all of the right, title and 
interest of the contractor under the orders or 
subcontracts so terminated; (5) settle, with 
the approval or ratification of the contracting 
officer to the extent that he shall require such 
approval or ratification (which approval or 
ratification shall be final for all the purposes 
of this Article), all subcontracts (whether 
fixed-price or cost-plus-a-fixed-fee), obliga- 
tions, commitments, labilities and claims, 
the cost of which would be reimbursable in 
accordance with the provisions of this con- 
tract in whole or in part; (6) transfer title 
(to the extent that title has not already 
been transferred) and deliver to the Govern- 
ment in the manner, to the extent and at the 
times directed by the contracting officer (i) 
the fabricated or unfabricated parts, work 
in process, completed work, supplies and 
other material produced as a part of or ac- 
quired in respect of the performance of, the 
work terminated in the Notice of Termina- 
tion, (11) the plans, drawings, information 
and other property which, if the contract had 
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been completed, would be required to be fur- 
nished to the Government, and (iii) the jigs, 
dies, fixtures, and other special tools and 
tooling acquired or manufactured for the 
performance of this contract for the cost of 
which the contractor has been or will be 
reimbursed under tHis contract; (7) use his 
best efforts to sell in the manner, to the 
extent, at the time, and at the price or prices 
directed or authorized by the contracting 
officer, any property (whether or not title 
thereto has been transferred to the Govern- 
ment for security or otherwise) of the types 
referred to in subdivision (6) of this para- 
graph: Provided, however, That the con- 
tractor (i) shall not be required to extend 
credit to any purchaser and (ii) may retain 
any such property at. a price or prices ap- 
proved by the contracting officer: And pro- 
vided further, That the proceeds of any such 
transfer or disposition shall be applied in 
reduction of any payments to be made by 
the Government to the contractor under this 
contract or shall otherwise be paid in such 
manner as the contracting officer may direct; 


- (8) complete performance of such part of 


the work as shall not have been terminated 
by the Notice of Termination; and (9) take 
such action as may be necessary or as the con- 
tracting officer may direct for the protection 
and preservation of property which is in the 
possession of the contractor and in which the 
Government has or may acquire an interest. 
The contractor shall preceed immediately 
with the prosecution of the work required 
under this contract notwithstanding any 
delays in connection with the adjustment of 
the fixed fee in accordance with this Article. 

(c) The contractor and the contracting offi- 
cer may agree upon the whole or any part 
of the amount or amounts, including an 
amount with respect to the fixed fee pay- 
able under this contract, payable in connec- 
tion with the contractor’s claim under the 
contract in the event of the total or partial 
termination of work pursuant to this Article. 

(d) In the event of the failure of the con- 
tractor and contracting officer to agree as 
provided in paragraph (c) upon the whole 
amount to be paid to the contractor in con- 


-nection with the termination of work pur- 


suant to this Article, the Government, but 
without duplication of any amounts agreed 
upon in accordance with paragraph (c), shall 
pay to the contractor the following amounts: 

(1) All costs and expenses reimbursable in 
accordance with this contract, not previously 
paid to the contractor for the performance of 
this contract prior to the effective date of 
the Notice of Termination and such of these 
costs as may continue for a reasonable time 
thereafter with the approval of or as directed 
by the contracting officer (which approval 
shall not be unreasonably withheld): Pro- 
vided, however, That the contractor shall 
proceed as rapidly as practicable to discon- 
tinue such costs. 

(2) The cost (so far as not included in pay- 
ments under subparagraph 1 above) of set- 
tling and paying claims either arising out of 
the termination of work under subcontracts 
or orders or with respect to any other obli- 
gations, commitments and liabilities the cost 
of which would be reimbursable in accord- 
ance with the provisions of this contract or 
arising in connection with the termination 
of this contract in whole or in part and prop- 
erly chargeable to this contract, provided: 

(A) Any such claim has been settled by 
negotiation or otherwise and (1) the con- 
tracting officer has approved or authorized 
such settlement in writing or (2) such set- 
tlement of a fixed-price subcontract or order 
calls for payment of an amount not in ex- 
cess of the amount which would be pay- 
able under paragraph (b) of the Approved 
Termination Provision for Use in Fixed Price 
Orders or Subcontracts for the Manufacture 
of Supplies under Government War Con- 
tracts, as amended by General Regulation 
No. 6 of the Director of Contract Settlement 
[§ 849.936]; or 
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(B) A final judgment has been rendered 
against the contractor by a court of compe- 
tent jurisdiction determining the liability of 
the contractor with respect to any such 
claim, and the contractor has (1) given the 
contracting officer prompt notice of the in- 
itiation of the proceedings in which judg- 
ment was rendered and offered in writing to 
give the Government complete control of the 
defense of the proceedings, and (2) diligently 
defended the suit or, in the event that the 
Government has assumed control of the de- 
fense of the proceedings, rendered such 
reasonable assistance as has been requested 
by the Government; And provided further, 
That with respect to a judgment determining 
the liability of the contractor under any sub- 
contract or order one of the following con- 
ditions is satisfied: 

(i) The contracting officer has approved in 
writing such subcontract or order or the pro- 
visions of such subcontract or order dealing 
with the rights of the parties thereto upon 
its termination in whole or in part; 

(ii) Such subcontract or order (if fixed 
price) provides in the event of termination 
thereof in whole or in part for payments to 
the subcontractor or supplier of an amount 
not in excess of the amount which would be 
payable under paragraph (b) of the Approved 
Termination Provision referred to in para- 
graph (d) (2) (A) above. 

(3) Any other reasonable cost, approved 
or ratified by the contracting officer (which 
approval or ratification shall not be unrea- 
sonably withheld), incidental to the termi- 
nation of work under this contract, includ- 
ing legal, accounting, clerical and other costs 
and expenses (taking into account a reason- 
able allocation of executive, administrative, 
and office expenses of the contractor properly 
allocable to the termination of such work) 
incidental to: 

(1) Termination of subcontracts or orders 
hereunder; : 

(ii) Cessation of work in accordance with 
the Notice of Termination and the determi- 
nation of the amounts due to subcontractors 
and other third parties; 

(ili) Obtaining payment from the Govern- 
ment, but only to the extent reasonably nec- 
essary for the preparation and presentation 
of settlement proposals and cost evidence in 
connection therewith, provided that termi- 
nation is not due to default of the contrac- 
tor, and: 

(iv) Protection, disposition, removal, stor- 
age, and transportation (including delivery 
costs into and out of storage resulting from 
directions of the contracting officer), pur- 
suant to paragraphs (b) (7) and (b) (9) 
hereof, of property in which the Govern- 
ment has or may acquire an interest under 
this contract (including any Government 
furnished equipment). 

(4) A portion of the fixed fee payable un- 
der the contract, determined as follows: 

(i) In the event of the termination of this 
contract at the option of the Government 
and not for the default of the contractor, 
there shall be paid a percentage of the fee 
equivalent to the percentage of the comple- 
tion of work contemplated by the contract, 
= Sued fee payments previously made here- 
under. 


*Where existing contracts are being 
amended to include this article, the follow- 
ing subparagraph (ili) may be inserted fol- 
lowing subparagraph (d) (2) (B) (il): 

“(ill) such subcontract or order contains 
no provisions dealing with the rights of the 
parties in the event of the termination there- 
of in whole or in part, and the approval by 
the contracting officer of such subcontract 
or order was not required by the terms of 
this contract.” 

*This form of subparagraph (d) (4) (i) 
is for War Department use. 

Where the fee to be paid the contractor is 
based upon units of production, appropriate 


[(i) In the event of the termination of 
this contract at the option of the Govern- 
ment and not for the default of the contrac- 
tor, there shall be paid a portion of the fee 
set forth in Article , less fixed fee pay- 
ments previously made hereunder, computed 
as follows: 

(a) For completed work: That portion of 
the total fixed fee which the number of com- 
pleted articles delivered to and accepted by 
the Government bears to the total number 
of completed articles called for under the 
contract; plus, 

(b) For work in process: A sum equal to 
% [here insert same percentage origi- 
nally used in computing fixed fee] of the 
costs and expenses reimbursable in accord- 
ance with this contract for the performance 
of this contract prior to the effective date of 
the notice, including the amount or amounts 
due for supplies or materials delivered or 
services furnished by a subcontractor but ex- 
clusive of any cost attributable to completed 
articles delivered and accepted and the cost 
of articles not processed by the contractor.]* 

(ii) In the event of the termination of 
this contract due to the fault of the con- 
tractor, the total fixed fee payable to the 
contractor under this contract shall be such 
proportionate part of the fee (or, if this con- 
tract calls for articles of different types such 
part of the fee which is reasonably allocable 
to the type of article under consideration) as 
the total number of articles delivered to and 
accepted by the Government bears to the 
total number of articles of a like kind called 
for by this contract.‘ 

If the amount so determined is less than 
the total payment of fixed fee theretofore 
made to the contractor the contractor shall 
repay to the Government the excess amount 
thereof. 

(e) Amendment of contract to adjust fixed 
fee in event of partial termination. In case 
only a part of this contract is terminated the 
fixed fee payable with respect to the work to 
be performed shall be equitably adjusted and 
such adjustment shall be reduced to writing 


changes should be made in subparagraph 
(d) (4) (i) to provide for the payment of 
all fixed fees which have accrued at the effec- 
tive date of the Notice of Termination, less 
fixed fee payments previously made. 

Where existing contracts are being amended 
to include this Article, the following sub- 
paragraph may be inserted at the end of 
subparagraph (d) (4)*(i): 

“In a ion to the payment of a fee based 
upon a percentage of the completion of the 
contract as above provided, the contracting 
officer in his discretion may allow to the 
contractor an additional amount (not in 
excess of the total fee payable under the 
contract less all amounts paid on account 
of the fixed fee) as compensation for the 
services performed by the contractor in con- 
nection with the termination of this contract 
at the option of the Government, including, 
without limitation, services rendered in con- 
nection with the disposition of property in 
which the Government has or may acquire 
an interest and the settlement of the liability 
of the contractor to subcontractors and third 
parties. In computing the amount of any 
such additional payment, the contracting 
officer shall take into account the efficiency 
and reasonable value of such services per- 
formed by the contractor.” 

*This form of subparagraph (d) (4) (1) 
is for Navy Department use. 

‘In lieu of subparagraph (d) (4) (ii), 
the chief of a service or bureau may authorize 
the use of any other appropriate provision 
for revision or adjustment of the fixed-fee by 
reason of the default of the contractor. He 
may also authorize inclusion in this article 
or elsewhere in the contract appropriate pro- 
visions relating to excusable delay and the 
right of the Government to take over the 
property and plant in the event of default. 
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as an amendment to this contract prior to 
final settlement hereunder. 

(f) Partial payments. The Government 
shall make advance and partial payments and 
payments on account, from time to time, of 
the amounts to which the contractor shall 
be entitled under this Article, whether deter- 
mined by agreement or otherwise, whenever 
in the opinion of the contracting officer the 
aggregate of such payments shall be within 
the amount to which the contractor will be 
entitled hereunder. Any such partial pay- 
ment or payments in the discretion of the 
contracting officer, may be made to the con- 
tractor or directly to, or in escrow for, any 
subcontractor or third party. 

(g) Limitations on the liability of the 
Government. The obligation of the Govern- 
ment to make any payments under this Arti- 
cle (1) shall be subject to deductions in re- 
spect of (1) all unliquidated partial or prog- 
ress payments, payments on account thereto- 
fore made to the contractor and unliquidated. 
advance payments, (ii) any claim which the 
Government may have against the contractor 
in connection with this contract, and (iii) 
the price agreed upon or the proceeds of sale 
of any materials, supplies or other things re- 
tained by the contractor or sold, and not 
otherwise recovered by or credited to the 
Government, and (2) in the discretion of 
the contracting officer, shall be subject to 
deductions in respect of any claim of any 
subcontractor or supplier whose subcontract 
or order shall have been terminated as pro- 
vided in paragraph (b) (3) except to the 
extent that such claim covers (1) property 
or materials delivered to the contractor, or 
(ii) services furnished to the contractor in 
connection with the production of completed 
Articles under this contract. 

(h) Contractor’s records, Unless a longer 
period is otherwise provided for in this con- 
tract, or by applicable statute, the contractor 
for a period of five years after final settle- 
ment under the contract shall make available 
to the Government at all reasonable times at 
the office of the contractor all of its books, 
records, documents, and other evidence bear- 
ing on the costs and expenses of the con- 
tractor under the contract and in respect of 
the termination of work thereunder. 


{[JTR 932] 


§ 849.933 War Department termina- 
tion article for fixed-price construction 
prime contracts. 


ArT. .... Termination for convenience of 
the Government. (a) The Government may 
terminate this contract in whole or tn part 
at any time by a notice in writing from the 
Contracting Officer to the Contractor, speci- 
fying the date upon which such termination 
shall become effective and the extent to 
which the performance of such contract shall 
be terminated. Termination shall be effec- 
tive upon the date and to the extent speci- 
fied in said notice. 

(b) Upon receipt of the notice of termina- 
tion the Contractor. shall except insofar as 
the notice directs otherwise with respect to 
this contract, or, in the event of partial ter- 
mination, with respect to the part thereof 
covered by the notice: 

(1) Discontinue all work and the placing 
of all orders for materials and facilities othe!- 
wise required for the performance thereof; 

(2) Cancel all existing orders and subcon- 
tracts to the extent such orders and subcon- 
tracts are chargeable to the performance 
thereof; 

(3) Transfer to the Government, in ace 
cordance with the directions of the — 
tracting Officer, all materials, supplies, wor 
in process, facilities, equipment, machinery 
or tools acquired by the Contractor in — 
nection with the performance thereof, 40 
all. plans, drawings, working drawings, 
sketches, specifications and information a 
use in connection therewith. If and as t : 
Contracting Officer so directs or authorizes, 
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the Contractor shall sell at a price approved 
by the Contracting Officer, or retain at a price 
mutually agreeable, any such materials, sup- 
plies, equipment, machinery, tools, or other 
things, provided, however, that the Contrac- 
tor may retain any such equipment, ma- 
chinery and tools as of right if he so elects 
in writing, stating that he will forego*reim- 
bursement therefor. The proceeds of any 
such sale, or the agreed price, shall be paid 
or credited to the Government in such man- 
ner as the contracting officer may direct so 
as to reduce the amount payable by the Gov- 
ernment under this Article; 

(4) Take such action as may be necessary 
to secure to the Government the benefits of 
any rights remaining in the Contractor under 
orders or subcontracts chargeable thereto to 
the extent that such orders or subcontracts 
are so chargeable; 

(5) Take such action as the Contracting 
Officer may prescribe for the protection and 
preservation of all property in the possession 
or control of the Contractor, title to which 
is transferable to the Government under the 
provisions of this article. 


Should the notice of termination cover only 
a portion of this contract, the Contractor will 
proceed to completion of such portions as are 
not terminated. 

(c) Upon compliance by the Contractor 
with the above provisions of this Article and 
subject to deductions or credit for payments 
previously made, and without duplication of 
any such payments, the Government shall 
pay to the Contractor such sums as the Con- 
tracting Office and the Contractor may agree 
by Supplemental Agreement is reasonably 
necessary to compensate the Contractor for 
his costs, expenditures, liabilities, commit- 
ments and work with respect to this con- 
tract other than the expenditures and costs 
referred to in paragraph (e) of this Article. 
The Contracting Officer shall include in such 
sum such allowance for profit with respect 
to the contract as is reasonable under all 
the circumstances. 

(ad) If the Contracting Officer and the Con- 
tractor, within 90 days from the effective 
date of the notice of termination referred to 
in paragraph (a), or within such extended 
period as may be agreed upon between them, 
cannot agree upon the sum payable under 
the provisions of paragraph (c), the Govern- 
ment shall instead compensate the Con- 
tractor in the following manner, subject to 
deductions or credit for payments previously 
made, and without duplication thereof, and 
upon compliance with the provisions of para- 
graphs (a) and (b) of this Article: 

(1) By reimbursing the Contractor for all 
actual expenditures and costs certified by 
the Contracting Officer as having been made 
or incurred with respect to this contract, in- 
cluding expenditures and costs made or in- 
curred in connection with any portions of 
the contract which may have been completed 
prior to termination, as well as expenditures 
and costs made or incurred after termination 
in completing those portions of the contract 
which the Contractor may have been re- 
en by the notice of termination to com- 
plete. 

(2) By reimbursing or providing for the 
payment or reimbursement of, the Con- 
tractor for all expenditures made or costs 
incurred with the prior written approval of 
the Contracting Officer in settling or dis- 
charging any outstanding contractual obliga- 
tions or commitments incurred or entered 
into by the Contractor with respect to this 
contract; and 

(3) By paying the Contractor, as a profit 
on this contract, insofar a3 a profit is realized 
hereunder, an amount to be computed by 
se Contracting Officer in the following man- 

er: 

(A) Estimate the profit which would have 
been realized on this contract if the contract 
had been completed and labor and materials 
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costs prevailing at the date of terminations 
had remained in effect. 

(B) Estimate, from a consideration of all 
relevant factors, the percentage of comple- 
tion of the contract including any work per- 
formed after termination. In estimating the 
percentage of completion, the Contracting 
Officer shall estimate the percentage of the 
total work required by the contract which 
the work actually accomplished represents. 

(C) Multiply the profit determined under 
(A) by the percentage determined under (B). 
The product is the amount to be paid the 
Contractor as profit. 

(e) The Government shall pay to the Con- 
tractor such sum as the Contracting Officer 
and the Contractor may agree upon for ex- 
penditures made and costs incurred with 
the approval of the Contracting Officer 
(a) after the date of termination for the 
protection of Government property, and (b) 
for such other expenditures and costs as 
may be necessary in connection with the 
settlement of this contract, and in the ab- 
sence of such agreement as to the amount 
of such expenditures and costs shall reim- 
burse the Contractor for the same. 

(f) The obligation of the Government to 
make any of the payments required by this 
Article shall be subject to any unsettled 
claim for labor or material and to any claim 
which the Government may have against 
the Contractor under or in connection with 
this contract, and payments under. this 
Article shall be subject to reasonable deduc- 
tions by the Contracting Officer on account 
of defects in materials or workmanship. 

(g) The sum of all amounts payable under 
this Article, plus the sum of all amounts 
previously paid under this contract, shall not 
exceed the total contract price, adjusted in 
the event that this contract contains an 
article providing for price adjustment, on 
the basis of the estimate of the Contracting 


. Officer, to the extent which would have been 


required by such article if this contract had 
been completed and labor and materials costs 
prevailing at the date of termination had 
remained in effect. 

(h) Should the above provisions of this 
Article not result in payment to the Con- 
tractor of at least $100, then that amount 
shall be paid to the Contractor in lieu of 
any and all payments hereinbefore provided 
for in this Article. 

(i) The Government shall promptly make 
partial payments to the Contractor 

(1) on account of the amounts due under 
Paragraphs (c), (d) and (e) of this Article 
to the extent that, in the judgment of the 
Contracting Officer, such payments are clearly 
within the amounts due under such para- 
graphs, and 

(2) of such amounts as the Contracting 
Officer may direct, an account of proposed 
settlements of outstanding obligations or 
commitments, to be made by the Contractor 
pursuant to paragraph (d) (2) of this Article, 
if such settlements shall have been approved 
by the Contracting Officer and subject to such 
provisions for escrow or direct payment to 
the persons entitled to Feceive such settle- 
ment payments as the Contracting Officer 
may require. 

(j) Any disputes arising out of termina- 
tion under this Article shall be decided in 
accordance with the procedure prescribed in 
Article * * * of this contract. 

(k) Upon the making of the payments 
called for by this Article, all obligations of 
the Government to make further payments 
or to carry out other undertakings here- 
under shall cease forthwith and forever, ex- 
cept that all rights and obligations of the 
respective parties under the Articles, if any, 
of this contract applicable to patent infringe- 
ments and reproduction rights shall remain 
in full force and effect. 

(1) The Government shall terminate this 
contract only in accordance with this Article, 
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except as otherwise provided by law or by 
Article * * * (Delays-Damage). Not- 
withstanding Article * * * (Delays- 
Damages) and any defaults of the Contractor, 
the Government shall terminate this con- 
tract only in accordance with this Article if 
such termination is simultaneous with or 
part of or in connection with a general termi- 
nation of war contracts at, about the time 
of, or following the cessation of the present 
hostilities or the end of the present war, 
unless the Contracting Officer finds that the 
defaults of the Contractor (1) have been 
gross or wilful and (2) have caused substan- 
tial damage to the Government. 


[JTR 933] 


§ 849.935 War Department termina- 
tion articles for preliminary contractual 
instruments. The War Department 
termination articles for preliminary con- 
tractual instruments are set forth in the 
following sections. [JTR 935] 


§ 849.935-1 Form of termination ar- 
ticle for letter order for supplies (no price 
stated) or for letter order for fixed-price 
or cost-plus-a-fixed-fee construction’. 


ArT. .... (a) In case a definitive con- 
tract is not executed by 
19_... (or any subsequent date 
at any time mutually agreed upon) because 
of the inability of the parties to agree upon 
a definitive contract, this order will termi- 
nate on the stated date or such subsequent 
date, as the case may be. ° 

(b) The Government may at any time 
terminate this order in whole or in part for 
its convenience by giving you written notice 
of such termination. 

(c) In the event of any termination pur- 
suant to either-paragraph 6 (a) or para- 
graph 6 (b) of this order, you and the Con- 
tracting Officer will attempt to agree by ne- 
gotiation upon a settlement estimated by the 
parties to be the aggregate amount (less pay- 
ments previously made to you) of the costs 
incurred by you in the performance of this 
order and the amounts paid or to be paid 
by you or for your account in settling, with 
the approval of the Contracting Officer, your 
obligations for commitments made in the 
performance of this order. In case of termi- 
nation pursuant to paragraph 6 (b), such 
negotiated settlement may include a reason- 
able allowance for profit. Any such negoti- 
ated settlement shall be embodied in a Sup- 
plemental Agreement. 

(d) If you and the Contracting Officer are 
not able to agree upon such a negotiated set- 
tlement within 90 days after the effective 
date of the termination (or within such 
longer period as at any time may be mu- 
tually agreed upon), the Government binds 
itself (without duplication of any of the 
following payments or of any payments pre- 
viously made) to reimburse you for the costs 
incurred by you in the performance of this 
order and for any amounts paid by you or 
for your account in settling, with the ap- 
proval of the Contracting Officer, your obliga- 
tions for commitments made in the perform- 
ance of this order. In lieu of reimbursing 
you for expenditures made by you in settling 
any of your obligations for commitments, 
the Government, in the discretion of the 
Contracting Officer, may assume such obliga- 
tions or any of them. The total of such 
reimbursement (and of all payments pre- 
viously made), together with the amount of 


1In using this form for cost-plus-a-fixed- 
fee construction letter orders, the words in 
italics should be omitted and the words in 
brackets should be included. In using the 
form for letter orders for supplies with no 
price stated or for fixed-price construction, 
the words in italics should be included and 
the words in brackets should be omitted. 
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any obligations assumed, shall not exceed 
the amount above specified. 

If such termination shall take place pur- 
suant to paragraph 6 (a) of this order no 
allowance of profit will be made to you. If 
termination shall take place for the con- 
venience of the Government pursuant to 
paragraph 6 (b) of this order, such allowance 
of profit [a fee] will be made to you with 
respect to the work done by you prior to 
the effective date of the termination as the 
Contracting Officer may find to be reasonable 
under all the circumstances, [but such fee 
shall in no event exceed --_------- percent 


set forth in paragraph 1 as is allocable to 
such work]. 

(e) The Government may permit you to 
sell or retain at prices or on terms agreed 
to by the Government any equipment, com- 
pleted supplies, materials or work in proc- 
ess and the proceeds of any such sale, or 
such agreed prices, shall be paid or credited 
to the Government in such manner as the 
Contracting Officer may direct. 

(f) Upon payment or reimbursement to 
you pursuant to paragraph 6 (c) or 6 (da) of 
this order, title to all equipment, completed 
supplies, work in process, materials, plans, 
information, and other things, for which you 
are so paid or reimbursed (except such 
property as may be sold or retained by you 
as above provided) will vest in the Govern- 
ment (if title thereto has not already be- 
come vested in the Government). The Gov- 
ernment will also become entitled to any 
rights under any commitment which it may 
assume, or for the settlement of which it 
shall have reimbursed you. 

(g) Any dispute which arises under this 
paragraph 6 regarding a matter of fact (in- 
cluding any dispute (1) as to whether termi- 
nation has in fact taken place for the con- 
venience of the Government or because of 
the inability of the parties to agree upon a 
definitive contract, or (2) as to the extent of 
any allowance of a profit [or fee] in the 
event of a termination for the convenience 
of the Government) will be treated and re- 


» solved as a dispute under the “Disputes” 


article incorporated in this order by ref- 
erence.’ 

(h) Partial payments on account of any 
amount admittedly due to you pursuant to 
this paragraph 6 may be made by the Gov- 
ernment at any time in the discretion of the 
Contracting Officer. 


(JTR 935.1] 


§ 849.935-2 Form of termination arti- 
cle 4 letter order for supplies with price 
stated. 


ArT. .... (a) [Same as § 849.935-1 (a) ] 

(b) [Same as § 849.935-1 (b)] 

(c) In the event of any termination pur- 
suant to either paragraph 6 (a) or paragraph 
6 (b) of this order, you and the Contracting 
Officer will attempt to agree by negotiation 
upon a settlement estimated by the parties 
to be the aggregate amount (less payments 
previously made to you) of the unit price 
above specified for all completed supplies, the 
costs incurred by you with respect to the 
uncompleted portion of this order, and the 


* Where the letter order is for an amount 
less than $20,000, the “Disputes” article will 
not have been incorporated by reference by 
virtue of paragraph 3 or 6 (g) of the letter 
order, since contracts in such amount are not 
required to contain that article. In that 
event the language of the letter order will 
be appropriately modified expressly to in- 
corporate by reference either the “Disputes” 
article set forth in §843.326 or that contained 
in General Provision 12 of W.D. Contract 
Form No, 18. 


amounts paid or to be paid by you or for 
your account in settling, with the approval 
of the Contracting Officer, your obligations 
for commitments made with respect to such 
uncompleted portion of this order. In case 
of termination pursuant to paragraph 6 (b), 
such negotiated settlement may include a rea- 
sonable allowance for profit. Any such ne- 
gotiated settlement shall be embodied in a 
Supplemental Agreement. 

(d) If you and the Contracting Officer are 
not able to agree upon such a negotiated set- 
tlement within 90 days after the effective date 
of the termination (or within such longer 
period as at any time may be mutually agreed 
upon), the Government binds itself (without 
duplication of any of the following payments 
or of payments previously made) : 

(1) to pay you the unit price above spec- 
ified for all completed supplies; 

(2) to reimburse you for the costs in- 
curred by you with respect to the uncom- 
pleted portion of this order and for any 
amounts paid by you or for your account in 
settling, with the approval of the Contracting 
Officer, your obligations for commitments 
with respect to such uncompleted portion of 
this order. In lieu of reimbursing you for 
expenditures made by you in settling any of 
your obligations for commitments with re- 
spect to the uncompleted portion of this 
order, the Government, in the discretion of 
the Contracting Officer, may assume such 
obligations or any of them. 

If such termination shall take place pur- 
suant to paragraph 6 (a) of this order no 
allowance of profit will be made to you 
(except as the payment of the unit price for 
completed supplies may include a profit). If 
termination shall take place for the con- 
venience of the Government pursuant to par- 
agraph 6 (b) of this order, such allowance 
of profit (in addition to any profit included 
in paying the unit price for completed sup- 
plies) will be made to you with respect to 
the work done by you on uncompleted sup- 
plies prior to the effective date of the ter- 
mination as the Contracting Officer may find 
to be reasonable under all the circumstances. 

(e) [Same as § 849.935-1 (e) ] 

(f) [Same of § 849.935-1 (f) ] 

(g) [Same as § 849.935-1 (g)] 

(h) [Same as § 849.935-1 (h) ] 


935.2] 


§ 849.936 Approved termination arti- 
cle for fixed-price supply subcontracts. 


ArT. .... (a) The buyer may terminate 
work under this order in whole or in 
part at any time by written or telegraphic 
notice, whenever (1) the Government re- 
quests the termination of this order or (2) 
a contract between the buyer and a third 
person, including the Government, requiring 
for its performance articles or services of the 
kind or type covered by this order is ter- 
minated, in whole or in part, or amended, 
so as to eliminate or reduce such require- 
ments. Such notice shall state the extent 
and effective date of such termination; and, 
upon the receipt thereof, the seller will, as 
and to the extent directed by the buyer, stop 
work under this order and the placement of 
further orders or subcontracts hereunder, 
terminate work under orders and subcon- 
tracts outstanding hereunder, and take any 
necessary action to protect property in the 
seller’s possession in which the buyer has or 
may acquire an interest. 

(b) If the parties cannot by negotiation 
agree within a reasonable time upon the 
amount of fair compensation to the seller 
for such termination, the buyer in addition 
to making prompt payment of amounts due 
for articles delivered or services rendered 
prior to the effective date of termination, 
will pay to the seller the following amounts 
without duplication: 


(1) The contract price for all articles or 
services which have been completed in ac- 
cordance with this order and not previously 
paid for. 

(2) (i) The actual costs incurred by the 
seller which are properly allocable or appor- 
tionable under recognized commercial ac- 
countfng practices to the terminated portion 
of this order, including the cost of discharg- 
ing liabilities which are so allocable or ap- 
portionable, and (ii) a sum equal to 2% of 
the part of such costs representing the costs 
of articles or materials not processed by the 
seller, plus a sum equal to 8% of the re- 
mainder of such costs, but the aggregate of 
such sums shall not exceed 6% of the whole 
of such costs. For the purpose of subdivi- 
sion (ii) such costs shall exclude any charge 
for interest on borrowings and shall exclude 
the cost of discharging liabilities for parts, 
materials and services not received by the 
seller before the effective date of termination. 

(8) The reasonable costs of the seller in 
making settlement hereunder and in pro- 
tecting property in which the buyer has or 
may acquire an interest. 


Payments made under this paragraph (b), 
exclusive of payments under subparagraph 
(3), shall not exceed the aggregate price 
specified in this order, less payments other- 
wise made or to be made. 

(c) With the consent of the buyer, the 
seller may retain at an agreed price or sell 
at an approved price any completed articles, 
or any articles, materials, work in process 
or other things the cost of which is allocable 
or apportionable to this order under para- 
graph (b) (2) above, and will credit or pay 
the amounts so agreed or received as the 
buyer directs. As directed by the buyer, the 
seller will transfer title to, and make de- 
livery of, any such articles, materials, work 
in process or other things not so retained 
or sold. /ppropriate adjustment will be 
made for delivery costs or savings therein. 

(ad) The provisions of this Article ------ 
panel shall not limit or affect the right of 
the buyer to terminate this order for the 
default of the selier. 


(JTR 936] 


$ 849.937 Form of supplemental 
agreement to insert or amend termina- 
tion article. 


This Supplemental Agreement entered 
, 194____, by the United States of 
America, hereinafter called “the Govern- 
ment” represented by 

(Authorized officer) 
e«---.-... executing this contract and 
called “the Contractor”, 

Witnesseth that: 

Whereas, the Contractor and the Govern- 
ment have entered into Contract No. 
---, 194.__., [together with certain 
amendments and supplements thereto]; and 

Whereas, it is desirable to amend said con- 
tract so that termination thereof for the 
convenience of the Government and a settle- 
ment of the rights of the parties by reason 
of any such termination may be effected ex- 
peditiously, without undue expense, and with 
a minimum of administrative delay and in- 
convenience, and 

Whereas, this Supplemental Agreement 1s 
entered into pursuant to authority contained 
in the Contract Settlement Act of 1944. 

Now, therefore, the parties do agree to 
amend the aforesaid contract and the samé 
is hereby amended by 

(Here make such change in the contract 45 
may be necessary to insert the appropriate 
approved article for termination at the con- 
venience of the Government.) 


(JTR 937] 


: 
(-.--%) of so much of the estimated cost 
‘ 
+t 
‘ 
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SUBPART D—-FORMS RELATING TO TERMINA- 
TION NOTICE AND INSTRUCTIONS 


§ 849.940 Scope. This subpart con- 
tains forms for telegraphic and letter 
notice of termination, and instructions 
to prime contractors on termination. It 
also recommends forms of such notice 
and instructions to subcontractors. 
(JTR 940] 


§ 849.941 Forms of telegraphic termi- 
nation notice to prime contractors. The 
forms of telegraphic termination notice 
to prime contractors are set forth in the 
following section. [JTR 941] 


§ 849.941-1 Telegraphic notice to 
fixed-price prime contractors. The fol- 
lowing form of notice will be used in 
accordance with § 842.243. 


XYZ Corporation 
New York, New York 


Your Contract No. .........<.. is hereby 
terminated effective [Here insert ‘“imme- 
(inserting the date), or “as soon as you have 
delivered thereunder including previous 
deliveries the following items” (listing 
on which date you will reduce delivery rate as 
follows” (inserting instructions as to reduced 
rate of delivery).] Immediately stop all 
work, terminate subcontracts and place no 
further orders except to extent [Here insert, 
if applicable, “Necessary to perform any por- 
tion thereof not terminated hereby or’’] that 
you or a subcontractor wish to retain and 
continue for own account any work in 
process or other materials. Telegraph simi- 
lar instructions to all subcontractors and 


suppliers. Letter and instructions follow. 
Captain John Doe 
Contracting Officer 
[JTR 941.1] 


§ 849.942 Forms of letter termination 
notice to prime contractors. The forms 
of letter termination notice to prime 
contractors are set forth in the follow- 
‘ing sections. [JTR 942] 


§ 849.942-1 Letter termination notice 
to prime contractors uader fixed-price 
(lump sum) supply or construction con- 
tracts. The following form of termina- 
tion notice will be used in accordance 
with $$ 842.243, 842.244 and 842.245. 


LerreR TERMINATION NOTICE TO PRIME CON- 
TRACTORS UNDER TERMINATED FIXED-PRICE 
(Lump Sum) SvupPpPty CONSTRUCTION 
CONTRACTS 


[At the top of the Notice set out all spe- 
cial details relating to the particular termi- 
nation: e. g., name and address of company, 
number of prime contract terminated, serv- 
ice or bureau involved, appropriation or al- 
lotment, etc. 

Two alternative forms of paragraph No. 
l are set out below. If this written termi- 
nation notice confirms a telegraphic notice 
previously sent, use the first of the alterna- 
tive paragraphs No. 1 below. If no previous 
telegraphic notice has been sent, use the 
second. ] 

1, Effective date of termination. This let- 
ter will confirm the Government's telegram 
terminating [in part]- your Contract No. 
(hereinafter sometimes referred 
to as “the Contract’’) for the convenience of 
the Government. Such termination is. ef- 
fective on the date and in the manner stated 
in such telegram, reference to which is here- 
by made [or copy of which is attached here- 
to.] (or) 

1. Effective date of termination. You are 
Notified that your Contract No, .-.-.-.----« 


(hereinafter sometimes referred to as “the 
Contract”) is hereby terminated [in part] 
for the convenience of the Government. 
Such termination will be effective: 

[Here insert either “immediately upon 
your receipt of this Notice” or “on 
194_...” (inserting 
the date), or “as soon as you have delivered 
under the Contract the following number of 
each of the items listed below, including 
those heretofore delivered, to wit: ...-...-.. 
194___., on which date you are hereby di- 
rected to reduce the rate of delivery under 
the Contract as follows:” (here insert in- 
structions as to reduced rate of delivery) .]? 

2. Enclosed instructions. Enclosed here- 
with is a statement entitled “Instructions to 
Prime Contractors under Terminated Fixed- 
Price (lump sum) Supply or Construction 
Contracts”, which outlines certain of your 
principal rights and obligations. Prompt 
settlement of your claim depends in large 
measure on your thorough cooperation in 
following the procedure outlined in these 
Instructions. Your attention is called par- 
ticularly to Section 2 of such Instructions 
which sets forth your duties in regard to 
stopping work and giving notice to your sub- 
contractors. 

3. Disposal of termination inventory. You 
are authorized and urged to retain or dis- 


pose of all termination inventory in accord-- 


ance with Section 4 of the Instructions, ex- 
cept for the following property: 

{Here list all property which the Govern- 
ment wishes to take over, or desires to have 
used for a particular purpose, and give full 
instructions relating thereto. Also set forth 
any special instructions for disposal or pro- 
tection of property.] 

4. Completed articles. All completed ar- 
ticles accepted and delivered after the effec- 
tive date of termination, in accordance with 
directions of the Contracting Officer, will be 
treated as articles delivered under the Con- 
tract. They should, therefore, be invoiced 
in the usual way and not included in your 
termination claim. 

5. Settlements with subcontractors. (a) 
Your rights and duties in settling the claims 
of your immediate subcontractors are out- 
lined in Section 6 of the Instructions. 

[Add the following two sentences where 
appropriate. ] 

There is enclosed herewith an authoriza- 
tion to you to settle claims of your immedi- 
ate subcontractors of $10,000 or less and to 
make partial payments. Its use will facili- 
tate settlements. 

(b) In order to speed up final settlements 
with your fixed-price subcontractors, you 
should send to each either with, or as soon 
as possible after, the notice of termination— 
(1) a set of the Standard Forms of the Office 
of Contract Settlement for use by all fixed- 
price war supply contractors in submitting 
settlement proposals and (2) a copy of a 
“No-cost” Subcontract Settlement Agree- 
ment for use by a subcontractor who wishes 
to waive any termination claim against you 
(Joint Termination Regulation, § 849.987-2). 
If you do not already have copies of these 
documents, they will, upon request, be 
promptly furnished you by the Contracting 
Officer named below [or appropriate Navy 
material inspector]. In no event should the 
sending of the notice of termination be 
delayed. 

6. Submission of settlement proposal. (a) 
The Government desires to settle your termi- 


1The language within the brackets is de- 
signed principally for supply contracts. In 
the case of construction contracts, the fol- 
lowing alternative language is recommended: 

{Here insert either “immediately upon 
your receipt of this Notice” or “on ...------- ‘ 
194__..,” (inserting the date), or “as soon 
as you have completed the following work: ” 
(here state the work te be completed.) } 
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nation claim by negotiation and on such 
terms as will speedily and fairly compensate 
you therefor. To assist you in prompt sub- 
mission of your settlement proposal, there 
is enclosed one set of the Standard Forms 
of the Office of,Contract Settlement. 

[Include th® following subparagraph (b) 
unless it appears clearly inappropriate in 
view of the size of the prime contract termi- 
nated or for other obvious reasons known to 
the Contracting Officer. If this subparagraph 
is included, there should be enclosed three 
copies of the “No-Cost” Prime Contract Set- 
tlement Agreement referred to therein.] 

(b) If you wish to waive any termination 
claim against the Government, please sign 
and return all three copies of the enclosed 
“No-Cost” Prime Contract Settlement Agree- 
ment (Joint Termination Regulation, § 849.- 
981-3). One copy signed by the Contracting 
Officer will be returned for your files. 

7. The office named below will be in charge 
of the settlement of your claim. As to any 
matters not covered by this Notice or by the 
Instructions, you should consult the Office 
named below [or the appropriate Navy mate- 
rial inspector}. 

8. Please acknowledge receipt of this No- 
tice and indicate intent to file or not to file 
a claim, as shown below. 


Enclosures: 


Acknowledgment of Notice and Intent to 
File or Not to File a Claim 


The undersigned hereby acknowledges re- 
ceipt of a signed copy of the foregoing 
out whichever is inapplicable] intends (does 
not intend) to file a termination claim. Two 
copies of this Notice, both signed, are here- 
with returned. 


942.1] 


§ 849.942-2 Letter termination notice 
to prime contractors under cost-plus-a- 
fized-fee supply contracts. The follow- 
ing form of termination notice will be 
used in accordance with §§ 842.243, 
842.244, and 842.245. With appropriate 
changes, this form may be used for con- 
struction contracts. 4 


LETTER TERMINATION NOTICE TO PRIME CoN- 
TRACTORS UNDER COST-PLUS-A-FIXED-FEE 
Suppty CONTRACTS 


[At the top of the Notice set out all special 
details relating to the particular termination: 
e. g., name and address of company, number 
of prime contract terminated, service or bu- 
reau involved, appropriation or allotment, 
etc. 

Two alternative forms of paragraph No. 1 
are set out below. If this written termina- 
tion notice confirms a telegraphic notice 
previously sent, use the first of the alterna- 
tive paragraphs No. 1 below. If no previous 
telegraphic notice has been sent, use the 
second. 

1. Effective date of termination. This let- 
ter will confirm the Government’s telegram 


terminating [in part] your Contract No. 


times referred to as “the Contract”) for the 
convenience of the Government. Such 
termination is effective on the date and in 
the manner stated in such telegram, refer- 


— 
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ence to which is hereby made [or copy of 
which is attached hereto.] (or) 
1. Effective date of termination. You are 


notified that your Contract No. 


(hereinafter sometimes referred to as “the 
Contract”) is hereby termigated [in part] 
for the convenience of the Government. 
Such termination will be effective: 

[Here insert either “immediately upon your 
receipt of this Notice” or “on ~.._-....--..- ° 
194___” (inserting the date), or “as soon as 
you have delivered under the Contract the 
#ollowing number of each of the items listed 


below, including those heretofore delivered, - 


to wit: 
date you are hereby directed to reduce the 
rate of delivery under the Contract as fol- 
lows:” (here insert instructions as to re- 
duced rate of delivery) .] 

2. Enclosed instructions. Enclosed here- 
with is a statement entitled “Instructions to 
Prime Contractors under Terminated Cost- 
Plus-a-Fixed-Fee Supply Contracts”, which 
outlines certain of your principal rights and 
obligations. Prompt settlement of your 
claim depends in large measure on your thor- 
ough cooperation in following the procedure 
outlined in these Instructions. Your atten- 
tion is called particularly to Section 2 of such 
Instructions which sets forth your duties in 


regard to stopping work and giving notice 


to your subcontractors. . 

3. Disposal of termination inventory. You 
are authorized and urged to retain or dispose 
of all termination inventory in accordance 
with Section 4 of the Instructions, except for 
the following property: 

|Here list all property which the Govern- 
ment wishes to take over, or desires to have 
used for a particular purpose, and give full 
instructions relating thereto. Also set forth 
any special instructions for disposal or pro- 
tection of property.] 

4. Settlements with subcontractors. (a) 
Your rights and duties in settling the claims 
of your immediate subcontractors are out- 
lined in Section 6 of the Instructions. 

{Add the following two sentences where 


appropriate. ] 


There is enclosed herewith an authoriza- 
tion to you to settle claims of your immediate 
subcontractors of $10,000 or less and to make 
partial payments. Its use will facilitate set- 
tlements. 

(b) In order to speed up final settlements 
with your fixed-price subcontractors, you 
should send to each—either with, or as soon 
as possible after the notice of termination— 
(1) a set of the Standard Forms of the Office 
of Contract Settlement for use by all fixed- 
price war supply contractors in submitting 
settlement proposals and (2) a copy of a 
“No-Cost” Subcontract Settlement Agree- 
ment for use by a subcontractor who wishes 
to waive any termination claim against you 
(Joint Termination Regulation, § 849.987-2) . 
If you do not already have copies of these 
documents, they will, upon request, be 
promptly furnished you by the Contracting 
Officer named below [or appropriate Navy 
material inspector]. In no event should the 
es of the notice of termination be de- 
ayed. 

5. The office named below will be in charge 
of the settlement of your claim. As to any 
matters not covered by this Notice or by the 
Instructions, you should consult the Office 
named below [or the appropriate Navy mate- 
rial inspector]. 

6. Please acknowledge receipt of this Notice 
as indicated below. 

Enclosures: 


Contracting Officer 


Address 
Acknowledgment of notice. The under- 
signed hereby acknowledges receipt of a 


signed copy of the foregoing Notice .,_......, 
194... Two copies of this Notice, both 
signed, are herewith returned. 


By 


[JTR 942.2] 


§ 849.943 Instructions to prime con- 
tractors on termination. Instructions to 
prime contractors on termination are set 
forth in the following sections. [JTR 
943) : 


§ 849.943-1 Instructions to prime 
contractors under terminated fixed-price 
(lump sum) supply or construction con- 
tracts. 


INSTRUCTIONS TO PRIME CONTRACTORS UNDER 
TERMINATED FIxeD-PrIcE (LUMP SuM) SvuP- 
PLY OR CONSTRUCTION CONTRACTS 


SECTION 1—INTRODUCTION 


1, Introductory. 

2. Termination procedure policy. 

3. Effective date of termination and date 
fixed for termination. 

4. Incorporation of uniform termination 
article for fixed-price supply contracts, 

5. Necessity for prompt action. 

6. Confirmation of oral approval. 

7. Application of these instructions. 


SECTION 2—ACTION TO BE TAKEN UPON RECEIPT 
OF NOTICE OF TERMINATION 


8. Cessation of work and notification to 
your immediate subcontractors, 

(a) Discontinuance of work. 

(b) Notice to subcontractors. 

(c) Form of notice and instructions to 
subcontractors. 

(d) Completed articles. 

(e) Pending legal proceedings. 

(f) Other action. 

9. Initial conference with representatives 
of contracting officer, 

10. Notice to workers and cooperation with 
War Manpower Commission. 


SECTION 3——PREPARATION OF SETTLEMENT 
PROPOSAL 


11. Submission of proposal and supporting 


papers. 

(a) Particular forms to be used. 

(i) Form 1 a—Claims under $1000. 

(ii) Other forms. 

(b) Elements of your claim and methods 
of submission. 


SECTION 4—DISPOSAL OF TERMINATION 
INVENTORY 


12. Contract obligations of contractors 
with respect to disposal of inventory. 

13. Preparation of inventory schedules. 

(a) Supply contracts. 

(b) Common items. 

(c) Construction contracts. 

14. Methods of disposing of prime contrac- 
tor termination inventory. 

(a) General policies. 

(b) Authority to dispose of termination 
inventory without approval of contracting of- 
ficer. 

(1) Retention or sale of items at inven- 
cost. 

(2) Disposition of items under $100, 

(c) All other dispositions, 

(d) Proceeds. 

15. Transfer of termination inventory and 
subcontracts to continuing war contracts. 

(a) Transfers. 

(b) Reimbursement of costs. 


SECTION 5-——-PLANT CLEARANCE AND REMOVAL OF 
FACILITIES 


16. (a) Plant clearance: the 60-day period. 


b) Contractor’s right to remove and store. 
c) Removal of facilities. 


SECTION 6—SUBCONTRACTORS AND SUPPLIERS 


17. Settlement proposals to be obtained 
from subcontractors. 

18. Review of settlement proposals of sub- 
contractors. 

(a) Extent of review. 

(b) Extent of responsibility. 

19, Settlement of immediate subcontrac- 
tors’ claims. 

(a) Settlements under $1,000. 

(b) Other settlements. 

(c) Government review and inspection. 

20. Retention, sale or other disposal of in- 
ventories by subcontractors. 

(a) General policies, 

(b) Claims of under $10,000. 


SECTION 7—-INTERIM FINANCING 


21. Partial payments. 

(a) Immediate partial payments. 

(b) Cost-supported partial payments. 

22. Advance payments. 

23. Penalty on overstatements and over- 
payments. 

24. Loans. 


SECTION 8—RECORDS AND PENALTIES 
25. Penal provisions, 
SECTION 9—MISCELLANEOUS 


26. Expenses subsequent to termination. 
27. Contracting officer. 

28. Delay in filing claim; improper filing 
29. Modifications of instructions. 


SECTION 1—INTRODUCTION 


1. Introductory. These Instructions sum- 
marize your principal rights and obligations 
arising out of the termination of your Con- 
tract. They are based upon the Contract 
Settlement Act of 1944 and Government 
regulations issued under the Act. Please 
read and follow them carefully. For more 
complete details on matters covered by these 
Instructions and for information on matters 
not covered by these Instructions, you should 
consult the Joint Termination Regulation, 
issued by the War and Navy Departments. 

2. Termination procedure policy. It is the 
policy of the Government, wherever possible, 
to settle termination claims by negotiation. 
Negotiated settlements must, however, be 
supported by adequate data, and the prompt 
submission of properly supported settlement 
proposals will facilitate speedy and equitable 
final settlements. 

3. Effective date of termination and date 
fized for termination. The terms “effective 


_ date of termination” and “date fixed for ter- 


mination” mean the date upon which your 
notice of termination first requires you (1) 
to reduce or stop deliveries under your Col- 
tract, or, (2) if no deliveries are being made 
or are called for under the Contract, to reduce 
or stop performance under the Contract. 
Payment of interest, if any, on your termina- 
tion claim will be calculated by reference to 
this date. 

- 4, Incorporation of uniform termination 
article for fixed-price supply contracts If 
your terminated Contract does not contain 
the Government’s uniform termination ar- 
ticle for fixed-price supply contracts, it is 
requested that if practicable you promptly 
notify the Contracting Officer named in your 
notice of termination in order to arrange at 
once for amending the Contract to include it. 
This article embodies Government policy 0" 
terminations for convenience, and unless 
the special circumstances of your case make 
its use unnecessary, amendment of your 
Contract to include it will greatly facilitate 
a fair and speedy settlement. Such amen¢- 
ment may be made now, even though your 
Contract has been terminated. 

5. Necessity for prompt action. One of the 
primary objectives of the Contract Settle 


1 This paragraph will not apply in the case 
of construction contracts. 


Name of Contractor 
Title 
; 
\ 
| 
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ment Act of*1944 is “to assure to prime con- 
tractors and subcontractors, small and large, 
speedy and equitable final settlement of 
claims under terminated war contracts, and 
adequate interim financing until such final 
settlement.” In large measure the speed 
with which the Government can settle your 
claim depends upon your vigorous coopera- 
tion in taking quickly all necessary steps to 
submit it in proper form. 

6. Confirmation of oral approval. When- 
ever in these instructions, or in the termina- 
tion article which forms a part of your Con- 
tract, the approval of the Government is 
required as to any action to be taken by you, 
you should, for your records, require written 
confirmation of any such approval which has 
been given orally, 

7. Application of these instructions. In 
general, these Instructions apply to subcon- 
tractors as well as prime contractors, except 
that the subcontractor stands in the same 
relationship to the contractor to or for whom 
he is delivering materials or performing 
services as that in which the prime contractor 
stands to the Government. To assist in ef- 
fecting termination settlements, the War and 
Navy Departments have prepared the Joint 
Termination Regulation referred to above, 
which may be obtained by war contractors 
free of charge from the Joint Army-Navy 
Termination Regulation Distribution Office, 
6th Floor, 90 Church Street, New York City. 


SECTION 2—-ACTION TO BE TAKEN UPON RECEIPT 
OF NOTICE OF TERMINATION 


8. Cessation of work and notification to 
your immediate subcontractors. Immedi- 
ately upon receipt of your Notice of Termina- 
tion, you should take the following steps: 

(a) Discontinuance of work. You should 
Stop all work, make no further shipments, 
and place no further orders in connection 
with the Contract, except (1) to the extent 
necessary to perform any portion thereof 
not terminated by the Notice, or (2) to the 
extent that you may wish to retain and con- 
tinue any work in process or other materials 
for your own account, or (3) to the extent 
the Contracting Officer authorizes you to con- 
tinue work-in-process for reasons of safety, 
or to clear (or avoid damage to) equipment 
or to avoid immediate complete spoilage of 
work-in-process having a definite commercial 
value, or otherwise to prevent undue loss to 
the Government. (If you believe the au- 
thorization referred to in subparagraph (3) 
above is necessary or advisable, you should 
immediately notify the Contracting Officer by 


telephone or personal conference and obtain © 


instructions.) You should keep adequate 
records of your compliance with this para- 
graph 8 (a) showing (i) the date you re- 
ceived your Notice of Termination (ii) the 
effective date of such termination and (iii) 
the extent of completion of performance on 
such effective date. 

(b) Notice to subcontractors. You should 
give notice of termination to each of your 
immediate subcontractors (including sup- 
pliers) who will be affected by the termina- 
tion of your Contract. In such notice (see 
the form referred to in (c) below) you should 
(1) give him the number of your Contract 
with the Government, (2) state that it has 
been terminated (or terminated in part, if 
that is the case) for the convenience of the 
Government, (3) give him the name and 
address of the Contracting Officer in charge 
of your claim, (4) instruct him to stop all 
work, to make no further shipments, to place 
no more orders, and to terminate all sub- 
contracts under his contract with you (sub- 
ject to the same exceptions stated in para- 
graph 8 (a), (5) direct him to submit his 
Settlement proposal promptly in order to 
Speed up settlement of his termination claim 
and (6) request him to give similar notice 
and instructions to his immediate subcon- 


tractors. The notice and instructions re- 
ferred to in (6) shoud incude (i) the name of 
the Contracting Officer in charge of the claim 
and his address, (ii) the contract number of 
the verminated prime contract, and (iii) a re- 
quest that a similar notice of termination 
(showing in each case the contract numbers 
of the terminated prime contract and inter- 
mediate subcontracts) be passed down the 
line promptly to subcontractors of lower 
tiers, in order that subcontractors of all 
tiers may receive due notice of termination 
and be in position to identify their claims 
and secure prompt settlement thereof. 

In any case where to include the number 
of a terminated prime contract or subcon- 
tract would be impracticable or would delay 
the sending of a notice of termination, this 
information may be omitted, but should, if 
possibe, be supplied thereafter. 

(c) Form of notice and instructions to sub- 
contractors. You are requested to send in 
triplicate to each of your immediate subcon- 
tractors (including suppliers), if any, hold- 
ing fixed-price (lump sum) supply contracts, 
a form of Termination Notice substantially in 
the form inclosed herewith. There is also 
inclosed a recommended form of “Instruc- 
tions to Subcontractors holding Terminated 
Fixed-Price (Lump Sum) Supply Subcon- 
tracts” to accompany the Notice sent to them. 

(ad) Completed articles.2 You should notify 
the Contracting Officer of the number of ar- 
ticles completed under the Contract and still 
on hand, and arrange with him for their 
delivery or other disposal. 

(e) Pending legal proceedings. You should 
notify the Contracting Officer of any pend- 
ing legal proceedings which relate to any sub- 
contracts or purchase orders under the ter- 
minated Contract or which have resulted in 
or which are intended to obtain, a lien or 
encumbrance on any termination inventory 
other than termination inventory you pro- 
pose and are authorized to purchase, retain 
or dispose of. (The Contracting Officer 
should also be promptly notified of any such 
proceedings brought after receipt of the 
Notice.) 

(f{)} Other action. You should take such 
other action as may be required by the Con- 
tracting Officer or under the termination 
article contained in your Contract. 

9. Initial conference with representatives 
of Contracting Officer. If your claim is for a 
small amount and appears free from com- 
Plications, it is preferable to settle any ques- 
tions by correspondence or telephone rather 
than by a conference. Otherwise, as soon as 
possible after receipt of the Notice, you should 
arrange for a conference with the representa- 
tives, of the Contracting Officer, at which you 
should be prepared to present a rough esti- 
mate of your inventory and of the principal 
items of your claim, and to indicate, as fully 
as possible, what property you desire to re- 
tain, what can be sold to others and what, in 
your opinion, should be scrapped. At this 
conference the basis of settlement should be 
at least tentatively determined, and a clear 
understanding should be reached as to what 
information is to be furnished by you, what 
methods are to be followed in disposing of 
property, what accounting or other investi- 
gation is to be undertaken, and what ar- 
rangements, if any, are to be made for interim 
financing. 

10. Notice to workers and cooperation with 
War Manpower Commission. Contractors are 
urged by the Government, and requested to 
urge their subcontractors in all cases where 
the termination is likely to result in the re- 
lease of a substantial number of workers, to 
notify the workers and their union repre- 
sentatives, if any, that the contract was ter- 
minated for the convenience of the Govern- 
ment, and to cooperate with the War Man- 


*This subparagraph will not apply in the 
case of construction contracts, 
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power Commission by making known their 
new net labor requirements and allowing the 
United States Employment Service repre- 
sentative to conduct job interviews at the 
plant. 


SECTION 3—PREPARATION OF SETTLEMENT 
PROPOSAL 


11. Submission of proposal and support- 
ing papers. Work on your Settlement Pro- 
posal should be begun promptly after re- 
ceipt of your Notice of Termination. Un- 
less otherwise authorized by the Contracting 
Officer, you should submit your proposal on 
the appropriate Standard Forms of the Office 
of Contract Settlement (Forms 1, la, and 1b) 
which are uniform for all Government De- 
partments and agencies and which are for 
use by all war contractors under fixed-price 
war supply contracts. (To the extent ap- 
plicable these forms may also be used for 
construction contracts.) Copies of these 
forms may be obtained from the Contracting 
Officer, together with complete Instructions 
for their use, as prescribed by the Office of 
Contract Settlement. 

(a) Particular forms to be used—(i) 
Form 1a. Claims under $1,000. If your Set- 
tlement Proposal is submitted on the basis 
that you will retain or dispose of all the 
inventory allocable to the terminated por- 
tion of the contract at the best prices ob- 
tainable, and if the net amount of the pro- 
posed settlement after deducting all credits 
for retention or disposal is less than $1,000, 
you may submit your. settlement proposal 
on Form la. This is a short form requiring 
no separate inventory schedules. 

(ii) Other forms. For larger claims, other 
forms, supported by separate inventory 
schedules, are provided and their method of 
use is fully stated in the Instructions which 
accompany them. 

(b) Elements of your claim and methods of 
submission. As a rule, your Settlement Pro- 
posal will consist of (1) your costs and profit 
allocable to the terminated portion of the 
Contract, (2) your post-termination or set- 
tlement expenses, and (3) the charges of 
your subcontractors. Normally your Pro- 
posal, when submitted, should be complete 
and cover all elements of your claim. In or- 
der to expedite settlement, however, you 
may submit interim proposals covering either 
(1) all your own costs or (2) your post- 
termination or settlement expenses or (3) 
Settlements with subcontractors. 


SECTION 4-—DISPOSAL OF TERMINATION 
INVENTORY 


12. Contract obligations of contractors 
with respect to disposal of inventory—(a) 
“Termination inventory” means any mate- 
rials (including a proper part of any com- 
mon materials and including Government- 
owned materials) properly allocable to the 
terminated portion of a war contract, except 
any machinery or equipment held under a 
separate contract or contract provision spe- 
cifically governing its use or disposition. 

(b) By the terms of most termination 
articles for use in fixed-price contracts the 
contractor is obligated, if and as the Con- 
tracting Officer directs or authorizes, to sell 
at a price approved by the Contracting Officer 
or retain at a price mutually agreeable, all 
termination inventory. 

(c) You are hereby authorized to dispose 
of Government-owned termination inventory 
on the same conditions applicable to inven- 
tory owned by you and to credit the proceeds 
of such disposition against your termina- 
tion claim, unless the Contracting Officer 
directs otherwise. If your Contract does not 
now provide for such disposition and credit, 
it will be deemed to be amended accord- 
ingly, upon your exercise of this authority. 

13. Preparation of inventory schedules» 
(a) Supply contracts. If your Settlement 
Proposal is for less than $1,000 and is sub- 
mitted on Form la (see Section 3 above), 
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you need not submit separate inventory 
schedules. Otherwise, your inventory should 
be listed on the Schedules and in accordance 
with the Instructions issued for this pur- 
pose by the Office of Contract Settlement. 
(These are Forms 2a, 2b, 2c and 2d and “In- 
structions for Use of Standard Contract Set- 
tlement Proposal Forms’”’.) These sched- 
ules, which may be filed either with, or in 
advance of, your Settlement Proposal serve 
three principal purposes—(1) to support the 
amount of inventory costs included in your 
Settlement Proposal; (2) to facilitate the dis- 
position of termination inventory; and (3) 
to provide the information necessary for 
storage or removal by the Government. 

(b) Common items. Items which are 
reasonably usable on your other work be- 
cause they are materials, parts, or compo- 
nents common in nature to both the termi- 
nated contract and your other work, should 
not be listed on the Schedules, nor should 
any costs with respect thereto be included 
in the Settlement Proposal, to the extent 
that the items are reasonably applicable to 
your other work. You may list any properly 
allocable items which cannot be used on your 
other work except at a loss. 

(c) Construction contracts. To the ex- 
tent applicable, the same inventory sched- 
ules may be used as in the case of supply 
contr 

14. Methods of disposing of prime con- 
tractor termination inventory. (a) General 
policies. (1) Except as to items which the 
Government has advised you that it wishes to 
take over, or as to which it has given you 
contrary instructions, it is the policy of the 
Government strongly to encourage contrac- 
tors either to retain termination inventories 
or to dispose of them. Such retention or 
disposition is subject to applicable War Pro- 
duction Board regulations and to price regu- 
lations (as set forth in Section IV of the 
Joint Termination Regulation) of other Gov- 
ernment agencies. 

(2) If you propose to retain or sell termi- 
nation inventory, the price (or agreed value 
in the case of retention) should be fair and 
reasonable under all the circumstances and 
one which you would approve if you were 
dealing solely for your own account. 

(b) Authority to dispose of termination 
inventory without Government approval. In 
the following cases, no approval by the Gov- 
ernment is required for retention or sale (in- 
cluding a determination that inventory 
should be scrapped and the disposal of such 
scrap), and in the absence of fraud your 
action will be accepted as final and conclu- 
sive: 

(1) Retention of sale of items at inventory 
cost. You may retain or sell without Gov- 
ernment approval any item of termination 
inventory at its cost as stated in your termi- 
nation inventory schedules, and in the case 
of items sold, you may include in your 
termination claim reasonable freight, pack- 
ing and handling charges, if any. 

(2) Disposition of items under $100. You 
may retain or sell without Government ap- 
proval any item of your termination inven- 
tory where the total cost of the item does 
not exceed $100, as stated in your termina- 
tion inventory schedules; provided that the 
aggregate cost of all items so retained or 
sold does not exceed $5,000 or 20 per cent of 
your total inventory cost, whichever is less. 
The term “item” includes all substantially 
similar articles in your termination inventory 
at any one location, 

(c) All other dispositions. Except as per- 
mitted by paragraphs 14 (b) (1) and 14 (b) 
(2) above, dispositions of your termination 
inventory require the approval of the Con- 
tracting Officer or the authorized Navy rep- 
resentative. 

(ad) Proceeds. The approved price of re- 
teation, sale or other disposition will con- 
stitute a credit in reduction of your termi- 
nation claim unless paid to the Government, 


15. Transfer of termination inventory and 
subcontracts to continuing war contracts.— 
(a) Transfers. Whenever practicable, and 
where a saving to the Government may be 
accomplished, you should effect transfers of 
termination inventory to continuing war con- 
tracts even if such transfers necessitate the 
cancellation of subcontracts already placed 
under the continuing war contract. Simi- 
larly, you should effect transfers of subcon- 
tracts for materials, equipment, supplies, and 
services from terminated contracts to contin- 
uing war contracts, where the property or 
services covered by the subcontracts trans- 
ferred may be utilized in performance of the 
continuing war contract. 


(b) Reimbursement of costs. In the case: 


of termination inventory so transferred, you 
will be reimbursed for its cost upon settle- 
ment of either the terminated contract or 
the continuing contract, if later terminated. 
In the case of subcontracts so transferred, 
you will be reimbursed for the reasonable 


costs of such transfer. Detailed information_ 


as to methods of reimbursement in both cases 
may be found in Section IV of the Joint 
Termination Regulation or may be obtained 
from the Contracting Officer. 


SECTION 5—PLANT CLEARANCE AND REMOVAL OF 
FACILITIES * 


16. (a) Plant clearance; the 60-day period. 
In order to arrange for plant clearance, you 
may from time to time submit inventory 
schedules to the Government on the Stand- 
ard Forms above mentioned. (Forms 2, 2b, 
2c and 2d.) These schedules will constitute 
your statement showing the materials 
claimed to be termination inventory which, 
if not otherwise disposed of prior to settle- 
ment, you desire to have removed by the Gov- 
ernment from your plant. The obligation of 
the Government under the Contract Settle- 
ment Act of 1944 to remove or arrange for 
storage of any items of termination inven- 
tory will not arise until sixty days, or such 
longer time as may be agreed, from the time 
when these schedules containing a listing of 
such items are filed with the Contracting 
Officer or your Navy material inspector, in 
accordance with applicable instructions, in 
satisfactory form, and with the required cer- 
tificate. 

(b) Contractor’s right to remove and store. 
If for any reason the Government does not, 
within such sixty-day period (or longer as 
agreed on), either remove such materials or 
enter into an agreement with you for their 
storage, you may at any time thereafter (us- 
ing reasonable care in transportation and 
preservation) remove and store them for the 
account and at the risk and expense of the 
Government. You may do s0, however, only 
if you have first delivered to the Contracting 
Officer or your Navy material inspector (1) 
20 days’ notice in writing of the date fixed for 
removal and (2) a statement showing the 
quantities and condition of the materials so 
to be removed, certified on your behalf to 
represent a concurrent physical inventory. 
At any time after the effective date of termi- 
nation, you are authorized to remove and 
store at your own expense and risk any items 
of termination inventory. 

(c) Removal of facilities. It is the policy 
of the Government in accordance with the 
provisions of Section 12 (g) of the Contract 
Settlement Act of 1944 and General Regula- 
tion ¢ of the Director of Contract Settlement, 
dated 28 September 1944, to provide for the 
orderly and expeditious removal from private 
plants of Government-owned machinery, 
tools, or other equipment which are no longer 
required for war production or for the na- 
tional defense. If you have any such equip- 
ment in your plant, you should notify the 
Contracting Officer who will advise you of the 


*This section will normally not be appli- 
cable to construction contracts. 


details of the procedure, which @as been es- 
tablished under General Regulations 4 above, 
to provide for removal or storage. 


SECTION 6—SUBCONTRACTORS AND SUPPLIERS 


17. Settlement proposals to be obtained 
from subcontractors. Section 6 refers solely 
to fixed-price subcontractors and suppliers. 
(You should consult the Contracting Officer 
as to procedures relating specially to settle- 
ment of cost-plus-a-fixed-fee subcontracts.) 

Fixed-price subcontractors are required to 
use the Standard Forms in submitting their 
proposals in accordance with the Instruc- 
tions for their use. 

18. Review of settlement proposals of sub- 
contractors—(a) Extent of review. It is your 
responsibility in the first instance to review 
or examine all settlement proposals delivered 
to you by your immediate subcontractors. 
Your duty in this regard is similar to that of 
the Government in passing upon the settle- 
ment proposals submitted by you. You are 
required at least to cause an office review to 
be made of each such proposal (which should 
include an accounting review where the net 
amount of the claim is $1,000 or more); and 
you should make a written report of each 
such review, to be furnished to the Govern- 
ment if requested. . 

(b) Extent of responsibility. You should 
in every case make such examination as is 
reasonable under all the circumstances and 
you will be held to the standard of scrutiny 
that a prudent business man would ordinarily 
employ in the conduct of his own affairs. 
You will not be required to warrant the accu- 
racy of the facts presented by the subcon- 
tractors; but you will be required to certify 
that, on the basis of a review or examination 
which you believe to be adequate, you are of 
the opinion that settlements of the charges 
of your immediate subcontractors are fair 
and reasonable, are allocable to the termi- 
nated portion of your Contract, were nego- 
tiated in good faith and are not more favor- 
able to the subcontractors than you would 
make if reimbursement by the Government 
were not involved. 

19. Settlement of immediate subcontrac- 
tors’ claims—(a) Settlements under $1,000. 
Where an immediate fixed-price subcon- 
tractor submits to you a settlement pro- 
posal properly made out on standard Form 
la, you are authorized, without further ac- 
tion by the Government, to make a fina! set- 
tlement with such subcontractor. If you 
make .such a settlement (which must in- 
volve a net amount of less than $1,000 after 
deducting property disposal credits), you will 
also, in so doing, approve the subcontractor’s 
— for retention or disposal of inven- 

ry. 

(b) Other settlements. Each settlement 
of $10,000 and over with a subcontractor of 
any tier must be submitted to the Con- 
tracting Officer or your Navy material in- 
spector for approval. In computing the size 
of a settlement for purposes of this para- 
graph, you should deduct (from the gross 
settlement) amounts payable for completed 
articles or work at the contract price and 
subcontract claims, but not disposal credits. 
Any settlement under $10,000 may be re- 
quired to be submitted to the Contracting 
Officer or your Navy material inspector for 
approval or ratification; unless such settle- 
ments are so required to be separately sub- 
mitted, they will be approved as a part of 
your own settlement. Notwithstanding the 
foregoing, if you have received an authori- 
zation to make final settlements of your sub- 
contracts, any settlements made pursuant to 
the authorization will be recognized by the 
Government as final and conclusive for the 
purpose of settling the prime contract to 
which such subcontracts are allocable. — 

(c) Government review and inspecticn. 
You should notify your immediate subcom- 
tractors that, even in cases where you h@ © 
authority to make a final settlement, ther 
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statement of claim may be examined by Gov- 
ernment accounting personnel and the ma- 
terials may be inspected by Government in- 
spectors. 

20. Retention, sale, or other disposal of in- 
ventories by subcontractors—(a) General 
policies. The same general policies applicable 
to retention, sale, or other disposal of prime 
contractor termination inventory (as stated 
in paragraph 14 above) apply in the case of 
subcontractor termination inventory. You 
should so advise your immediate subcontrac- 


tors. 

(b) Claims wnder $10,000. Where a sub- 
contractor’s claim (based on his own charges 
and estimated if necessary) is under $10,000, 
you are authorized, without further action by 
the Government, to give final approval to 
retention, sale or other disposition of such 
subcontractor’s termination inventory. In 
computing the size of a claim for purposes 
of this paragraph, you should deduct (from 
the gross claim) amounts payable for com- 
pleted articles or work at the contract price 
and subcontract claims, but not disposal 
credits. In the absence of fraud, any such 
retention, sale, or other disposition will be 
accepted by the Government as final and 
conclusive, unless the sale is to you, or the 
subcontractor or buyer is affiliated with you. 
The authority outlined herein regarding ap- 
provals of property disposition may be re- 
voked (but not retroactively) where the best 
interests of the Government require it. 


SECTION 7—INTERIM FINANCING 


21. Partial payments. Partial payments 
may be made to you, pending the settlement 
of your termination claim, by either (1) an 
immediate partial payment before you have 
bad an opportunity to prepare an adequate 
inventory or statement of costs, or (2) a cost- 
supported partial payment as promptly as 
possible after submission of a partial or com- 
plete settlement proposal with the prescribed 
supporting data. Application for any such 
payment should be made to the Contracting 
Officer. This application should be on the 
prescribed form, which may be obtained from 
him. 

(a) Immediate partial payments are based 
on your estimate of your own costs, and ap- 
plication for any such payment must be ac- 
companied by your certificate that the esti- 
mated amount of your own costs allocable to 
the contract and due as of the date of the 
certificate is not less than a specified figure, 
after deducting either your costs with respect 
to any inventory which you intend to retain, 
or the agreed price at which you are to retain 
it. The amount of any such payment, to- 
gether with all previous unliquidated ad- 
vance or partial payments applicable to your 
own costs, will not exceed 90% of the figure 
specified in the certificate. 

(b) Cost-supported partial payments are 
based on partial or complete settlement pro- 
posals, and application for any such pay- 
ment must be accompanied by one or more 
such proposals, supported by the data re- 
quired for the submission of a termination 
Claim or by reference to a previously sub- 
mitted claim. 

22. Advance payments. Where funds are 
on deposit in any advance payment account 
at the time of termination, the Contracting 
Officer or the Finance Division, OP&M, for 
the Navy Department may continue to au- 
thorize withdrawal of such funds to make 
Payments chargeable to the account in ac- 
cordance with applicable regulations. Like- 
Wise, amounts previously authorized, but not 
Paid prior to the termination, may be used 
on termination subject to the same limita- 
tions. If your contract is partially ter- 
minated, amounts on deposit in the advance 
payment account may be used to pay ter- 
mination charges as well as expenses in con- 
nection with performance, and additional ad- 
vance payments may be authorized, in ac- 
cordance with procedures governing advance 
Payments for production purposes. 


23. Penalty on overpayments and over- 
statements. To the extent that any partial 
or advance payment is in excess of the 
amount finally determined to be due on the 
termination Claim, it will be treated as a loan 
from the Government, payable on demand, 
together with a penalty computed at the rate 
of 6% per annum from the date when it was 
made to the date of repayment. In addition, 
the Contract Settlement Act imposes a pen- 
alty of 6% on any overstatement of the 
amount due on a termination claim in con- 
nection with interim financing. 

24. Loans. A new type of loan, known as 
a T loan, guaranteed by the Government, is 
available for the financing of war inven- 
tories and receivables pending final settle- 
ment of termination claims. If you wish 
to obtain such a loan, you should first con- 
sult your local bank. Guaranteed V bank 
loans are also available to contractors still 
in war production. 


SECTION 8—-RECORDS AND PENALTIES 


25. Penal provisions. Section 19 (a) of the 
Contract Settlement Act of 1944 makes it a 
crime, punishable by fine and imprisonment, 
for any person wilfully to secrete, mutilate, 
obliterate, or destroy... 

(i) any records of a war contractor relating 
to the negotiation, award, performance, pay- 
ment, interim financing, cancelation or other 
termination, or settlement of a war contract 
of $25,000 or more; or 

(ii) any records of a war contractor and 
any purchaser relating to any disposition of 
termination inventory in which the con- 
sideration received by any war contractor or 
any Government agency is $5,000 or more, 


until (1) five years after such disposition of 
termination inventory by such war contractor 
or Government Agency, or (2) five years after 
the final settlement of such war contract, or 
(3) five years after the termination of hos- 
tilities in the present war as proclaimed by 
the President or by a concurrent resolution 
of the two Houses of Congress, whichever 
applicable period is longer. 

The Act also imposes severe penalties for 
false or fraudulent statements made in con- 
nection with the settlement and payment of 
termination claims. 


SECTION 9—MISCELLANEOUS 


26. Expenses subsequent to termination. 
You should submit to the Contracting Officer 
for his approval all costs incurred by you 
after the effective date of the Notice (a) for 
the protection of Government property, or 
(b) for other expenditures in connection with 
the terminated contract. (See the termina- 
tion article in your contract.) You must 
take adequate precautions to protect prop- 
erty in your possession in which the Govern- 
ment has or may have an interest. 

27. Contracting officer. In most cases the 
Contracting Officer will act through, and be 
assisted by, members of his staff, who may 
include material inspectors, disposal officers, 
accountants, and other technical experts. 
The Contracting Officer will probably appoint 
one of them as the negotiator in charge of 
your settlement, who will conduct the nego- 
tiations with you, but will not be authorized 
to agree finally on the terms of settlement 
without the approval of the Contracting Of- 
ficer. He will, however, have such authority 
as may be delegated to him by the Contract- 
ing Officer to approve dispositions of prop- 
erty, settlements with subcontractors, and 
other terms of final settlement. 

In the Navy Department, Navy material 
inspectors‘ act as general representatives of 


“The term “Navy material inspector” in- 
cludes an Inspector of Naval Material, a Naval 
Inspector of Ordnance, a Supervisor of Ship- 
building, a Naval Inspector of Machinery, a 
Bureau of Aeronautics Representative and an 
Officer in Charge of Construction. 


13469 


Navy Contracting Officers in the field. You 
should consult your War Department Con- 
tracting Officer or Navy material inspector 
for advice and assistance in termination mat- 
ters and should submit to him your setile- 
ment proposals, inventory schedules, appli- 
cations for partial payments and subcontract 
settlements requiring Government approval. 

28. Delay in filing claim; improper filing. 
Under the Contract Settlement Act of 1944 
interest on a termination claim is not pay- 
able during the pericd of any unreasonable 
delay in settlement caused by the Contractor. 
Failure to file your claim in accordance with 
applicable instructions within 60 days after 
the date fixed for terminatjon may result in 
suspending the accrual of interest thereafter 
until such claim is properly filed, unless the 
Contracting Officer extends such period for 
good cause. Failure to file your claim prop- 
erly will also substantially delay its allow- 
ance. No charges will be allowed you to the 
extent that they are found to have resulted 
from your failure to take action, pursuant 
to your Notice of Termination or these In- 
struetions, within a time which was reason- 
able under all the circumstances. 

29. Modifications of instructions. The di- 
rections in your Notice of Termination and 
these Instructions may be modified from 
time to time. 


[JTR 943.1] 


§ 849.943-2 Instructions to prime 
contractors under cost-plus-a-fixed-fee 
supply contracts. Instructions to con- 
tractors in substantially the following 
form, with table of contents for conven- 
ient reference, will accompany each no- 
tice of termination of a cost-plus-a- 
fixed-fee supply contract for the conven- 
ience or at the option of the Govern- 
ment. With appropriate changes, this 
form may be used for construction con- 
tracts. 


INSTRUCTIONS TO PRIME CONTRACTORS UNDER 
TERMINATED COST-PLUS-A-FIXED FEE SUPPLY 
CONTRACTS 


SECTION 1—INTRODUCTION 


1. Introductory. 

2. Termination procedure policy. 

3. Effective date of termination and date 
fixed for termination. 

4. Incorporation of uniform termination 
article for CPFF supply contracts. 

5. Necessity for prompt action. 

6. Confirmation of oral approval. 

7. Application of these instructions. 


SECTION 2—-ACTION TO BE TAKEN UPON RECEIPT 
OF NOTICE OF TERMINATION 


8. Cessation of work and notification to 
your immediate subcontractors, 

(a) Discontinuance of work. 

¢b) Notice to subcontractors. 

(c) Form of notice and instructions to 
subcontractors. 

(d) Completed articles. 

(e) Pending legal proceedings. 

(f) Other action. 

9. Notice to workers and cooperation with 
War Manpower Commission. 


SECTION 3—-SETTLEMENT PROCEDURE 


10. Negotiated settlements. 

(a) When authorized. 

(b) Proposal forms to be used. 

(c) Partial final settlements. 

(ad) Complete final settlement. 

11. Procedure where negotiated settlement 
is not authorized. 


SECTION 4—DISPOSAL OF TERMINATION 
INVENTORY 


12. Contract obligations of contractors 
with respect to disposal of inventory. 

13. Preparation of inventory schedules. 

14. Methods of disposing of termination in- 
ventory. 
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(a) General policies. 

(b) Authority to dispose of termination 
inventory without Government approval, 

(1) Retention or sale of items at cost. 

(2) Disposition of items under $100. 

(c) All other dispositions. 

(d) Proceeds. 

15. Transfer of termination inventory and 
subcontracts to continuing war contracts, 

(a) Transfers. 

(b) Costs of transfer. 


SECTION 5—-PLANT CLEARANCE AND REMOVAL OF 
FACILITIES 


16. (a) Plant clearance: The 60-day period. 
(b) Contractor’s right to remove and store. 
(c) Removal of facilities. 


SECTION 6—SUBCONTRACTORS AND SUPPLIERS 


17. Settlement proposals to be obtained 
from subcontractors. 

18. Review of settlement proposals of sub- 
contractors. 

(a) Extent of review. 

(b) Extent of responsibility. 

19. Settlement of immediate subcontrac- 
tors’ claims. 

(a) Settlements under $1,000. 

(b) Other settlements. 

(c) Government review and inspection. 

20. Retention, sale, or other disposal of in- 
ventories by subcontractors, 

(a) General policies. 

(b) Claims under $10,000. 


SECTION 7—-INTERIM FINANCING 


21. Partial payments. 

(a) Immediate partial payments. 

(b) Cost-supported partial payments. 

22. Advance payments. 

23. Penalty on overstatements and over- 
payments. 

24. Loans. 


SECTION 8—RECORDS AND PENALTIES 
25. Penal provisions. 
SECTION 9—MISCELLANEOUS 


26. Expenses subsequent to termination, 
27. Contracting officer. 

28. Delay in filing claim; improper filing. 
29. Modifications of instructions, 


SECTION 1—INTRODUCTION 


1. Introductory. These Instructions sum- 
marize your principal rights and obligations 
arising out of the termination of your Con- 
tract. They are based upon the Contract 
Settlement Act of 1944 and Government 
regulations issued under the Act. Please 
read and follow them carefully. For more 
complete details on matters covered by these 
Instructions and for information on matters 
not covered by these Instructions, you should 
consult the Joint Termination Regulation, 
issued by the War and Navy Departments. 

2. Termination procedure policy. It is the 
policy of the Government, wherever possible, 
to settle termination claims by negotiation. 
Negotiated settlements must, however, be 
supported by adequate data, and the prompt 
submission of properly supported settlement 
proposals will facilitate speedy and equita- 
ble final settlements. ‘ 

3. Effective date of termination and date 
fixed for termination. The terms “effective 
date of termination” and “date fixed for 
termination” mean the date upon which your 
notice of termination first requires you 
(1) to reduce or stop deliveries under your 
Contract, or, (2) if no deliveries are being 
made or are called for under the Contract, to 
reduce or stop performance under the Con- 
tract. Payment of interest, if any, on your 
termination claim will be calculated by refer- 
ence to this date. 

4. Incorporation of uniform termination 
article for CPFF supply contracts. If your 
terminated Contract’does not contain the 
uniform termination article for cost-plus-a- 
fixed-fee supply contracts, it is requested that 


if practicable you promptly notify the Con- 
tracting Officer named in your notice of ter- 
mination in order to arrange at once for 
amending the Contract to include it. This 
article embodies Government policy on ter- 
minations for convenience, and unless the 
special circumstances of your case make its 
use unnecessary, amendment of your Con- 
tract to include it will greatly facilitate a fair 
and speedy settlement. Such amendment 
may be made now, even though your Contract 
has been terminated. 

5. Necessity for prompt action. One of the 
primary objectives of the Contract Settle- 
ment Act of 1944 is “to assure to prime con- 
tractors and subcontractors, small and large, 
speedy and equitable final settlement of 
claims under terminated war contracts, and 
adequate interim financing until such final 
settlement.” In large measure the speed with 
which the Government can settle your claim 
depends upon your vigorous cooperation in 
taking quickly all necessary steps to submit 
it in proper form. 

6. Confirmation of oral approval. When- 
ever in these instructions, or in the termina- 
tion article which forms a part of your Con- 
tract, the approval of the Government is re- 
quired as to any action to be taken by you, 
you should for your records, require written 
confirmation of any such approval which has 
been given orally. 

7. Application of these instructions. Where 
a fixed-price prime contract contains separate 
provisions calling for certain articles or work 
on a reimbursable cost basis, the settlement 
of the reimbursable cost portion of such con- 
tract is covered by these Instructions. In 
general, these Instructions apply to subcon- 
tractors as well as prime contractors, except 
that the subcontractor stands in the same 
relationship to the contractor to or for whom 
he is delivering materials or performing serv- 
ices as that in which the prime contractor 
stands to the Government. To assist in ef- 
fecting termination settlements, the War and 
Navy Departments have prepared the Joint 
Termination Regulation referred to above, 
which may be obtained by war contractors 
free of charge from the Joint Army-Navy Ter- 
mination Regulation Distribution Office, 6th 
Floor, 90 Church Street, New York City. 


SECTION 2—ACTION TO BE TAKEN UPON RECEIPT 
OF NOTICE OF TERMINATION 


8. Cessation of work and notification to 
your immediate subcontractors. Immediate- 
ly upon receipt of your Ndtice of Termina- 


_ tion, you should take the following steps: 


(a) Discontinuance of work. You should 
stop all work, make no further shipments, 
and place no further orders in connection 
with the Contract, except (1) to the extent 
necessary to perform any portion thereof not 
terminated by the Notice, or (2) to the extent 
that you may wish to retain and continue 
any work in process or other materials for 
your own account, or (3) to the extent the 
Contracting Officer authorizes you to continue 
work-in-process for reasons of safety, or to 
clear (or avoid damage to) equipment, or to 
avoid immediate complete spoilage of work- 
in-process having a definite commercial value, 
or otherwise to prevent undue loss to the 
Government. (If you believe the authoriza- 
tion referred to in subparagraph (3) above is 
necessary or advisable, you should imme- 
diately notify the Contracting Officer by tele- 
phone or personal conference and obtain in- 
structions.) 

You should keep adequate records of your 
compliance with this paragraph 8 (a) show- 
ing (i) the date you received your Notice of 
Termination (ii) the effective date of such 
termination and (iii) the extent of comple- 
tion of performance on such effective date. 

(b) Notice to subcontractors. You should 


_give notice of termination to each of your 


immediate subcontractors (including sup- 
pliers) who will be affected by the termina- 
tion of your Contract. In such notice (see 
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the form referred to in (c) below) you should 
(1) give him the number of your Contract 
with the Government, (2) state that it has 
been terminated (or terminated in part, if 
that is the case) for the convenience of the 
Government, (3) give him the name and 
address of the Contracting Officer in charge 
of your claim, as set forth below, (4) instruct 
him to stop all work, to make no further 
shipments, to place no more orders, and to 
terminate all subcontracts under his contract 
with you (subject to the same exceptions 
stated in paragraph 8 (a)), (5) direct him to 
submit his settlement proposal promptly in 
order to speed up settlement of his termina- 
tion-claim and (6) request him to give simi- 
lar notice and instructions to his immediate 
subcontractors. The notice and instructions 
referred to in (6) should include (i) the 
name of the Contracting Officer in charge of 
the claim and his address, (ii) the contract 
number of the terminated prime contract, 
and (iii) a request that a similar notice of 
termination (showing in each case the con- 
tract numbers of the terminated prime con- 
tract and intermediate subcontracts) be 
passed down the line promptly to subcon- 
tractors of lower tiers, in order that subcon- 
tractors of all tiers may receive due notice 
of termination and be in position to identify 
their claims and secure prompt settlement 
thereof. 

In any case where to include the number 
of a terminated prime contract or subcon- 
tract would be impracticable or would delay 
the sending of a notice of termination, ‘this 
information may be omitted, but should, if 
possible, be supplied thereafter. 

(c) Form of notice and instructions to sub- 
contractors. You are requested to send in 
triplicate to each of your immediate subcon- 
tractors (including suppliers), if any, hold- 
ing fixed-price (lump sum) supply contracts, 
a form of Termination Notice substantially 
in the form enclosed herewith. There 1s 
also inclosed a recommended form of “In- 
structions to Subcontractors Holding Termi- 
nated Fixed-Price (Lump Sum) Supply Sub- 
contracts” to accompany the Notice sent to 
them. 

(ad) Completed articles. You should notify 
the Contracting Officer of the number of 
articles completed under the Contract and 
still on hand, and arrange with him for their 
delivery or other disposal. 

(e) Pending legal proceedings. You should 
notify the Contracting Officer of any pending 
legal: proceedings which relate to any sub- 
contracts or purchase orders under the ter- 
minated Contract or which have resulted in 
or which are intended to obtain, a lien or 
encumbrance on any termination inventory 
other than termination inventory you pro- 
pose and are authorized to purchase, retain 
or dispose of. (The Contracting Officer should 
also be promptly notified of any such pro- 
ceedings brought after receipt of the Notice.) 

(f) Other action. You should take such 
other action as may be required by the Con- 
tracting Officer or under the termination 
article contained in your Contract. , 

9. Notice to workers and cooperation with 
War Manpower Commission, Contractors are 
urged by the Government, and requested to 
urge their subcontractors in all cases where 
the termination is likely to result in the re- 
lease of a substantial number of workers, t0 
notify the workers and their union represent- 
atives, if any, that the contract was termi- 
nated for the convenience of the Government, 
and to cooperate with the War Manpower 
Commission by making known their neW va 
labor requirements and allowing the Unite 
States Employment Service representative to 
conduct job interviews at the plant. 


SECTION 3——SETTLEMENT PROCEDURE 


10. Negotiated settlements—(a) When “ 
thorized. Your termination claim’ may a 
settled by negotiated settlement (4) if ¥° 
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Contract ig completely terminated, or (ii) if 
the Contracting Officer determines that work 
on any continued portion is only on sub- 
sidiary items or spare parts or is otherwise 
not substantial, or (iii) in the case of a 
partial termination, upon cessation of all or 
substantially all work under the Contract, 
if the Contracting Officer determines that the 
partial termination has created substantial 
or complicated problems. 

(b) Proposal forms to be used. Where a 
negotiated settlement is authorized, your 
costs which have not theretofore been re- 
imbursed by the Government will not be sub- 
mitted on Form 1034 vouchers, and will not 
be reimbursed in accordance with the usual 
cost-plus-a-fixed-fee procedure. Such costs 
will be presented as part of your settlement 
proposal and if agreed upon will be included 
in the termination settlement. Such costs 
should be presented on the form “Contrac- 
tors’ Partial Proposal for Settlement of a 
Terminated Cost-Plus-A-Fixed-Fee Contract”, 
supported by appropriate schedules of such 
costs. Copies of this form may be obtained 
from the Contracting Officer. 

(c) Partial final settlements. Partial final 
settlements may be made with you from time 
to time after submission of one or more 
partial proposals. Under such partial set- 
tlements the Government will agree with you 
upon a minimum amount due on the entire 
claim without determining that this amount 
is due on particular elements of the claim, 
leaving the final amount due on the entire 
claim subject to final negotiation. 

(d) Complete final settlement. When all 
partial proposals have been submitted, you 
should present your final proposal for set- 
tlement, including a summary and recapitu- 
lation of the partial proposals, supported by 
any other information you may deem appro- 
priate. .Wherever possible the adjustment in 
the fixed fee should be made by agreement 
as a part of the lump-sum settlement. The 
fixed fee should be adjusted on the basis of 
the percentage of completion or other basis 
prescribed by the Contract, giving consider- 
ation to such factors as may be relevant 
thereunder 

11. Procedure where negotiated settlement 
is not authorized. Where a negotiated settle- 
ment is not authorized, reimbursement of 
costs will proceed in the usual manner in 
accordance with applicable contract provi- 
sions. In the case of partial terminations, 
this will be the normal procedure until cessa- 
tion of all or substantially all work under 
the Contract, but in such cases adjustment 
of the fixed fee, if required, should be made 
by agreement as promptly as practicable after 
the partial termination. 


SECTION 4—DISPOSAL OF TERMINATION 
INVENTORY 


12. Contract obligations of contractors with 
respect to disposal of inventory. (a) “Ter- 
mination inventory” means any materials 
(including a proper part of any common ma- 
terials and including Government-owned 
materials) properly allocable to the termi- 
nated portion of a war contract, except any 
machinery or equipment held under a sep- 
arate contract or contract provision specif- 
ically governing its use or disposition. 

(b) By the terms of clause (b) (7) of the 
Uniform Termination Article for use in Cost- 
Plus-A-Fixed-Fee Supply Contracts, the con- 
tractor is obligated, after receipt of the notice 
to use his best efforts to sell, in the manner, 
to the extent, at the time, and at the price 
or prices directed or authorized by the Con- 
tracting Officer, the fabricated or unfabri- 
cated parts, work in process, completed work, 
Supplies and other material produced as a 
Part of, or acquired in respect of the per- 
formance of, the work terminated by the 
Rotice, except that the contractor is not re- 
quired to extend credit to any purchaser, and 
may retain any such property at a price or 
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prices approved by the Contracting Officer 
or authorized Navy representative. 

(c) In disposing of Government-owned 
termination inventory, you are hereby au- 
thorized to credit the proceeds of such dis- 
position against your termination claim, un- 
less the Contracting Officer directs other- 
wise. If your Contract does not now pro- 
vide for such disposition and credit, it will 
be deemed to be amended accordingly, upon 
your exercise of this authority. 

13. Preparation of inventory schedules. 
Termination inventory schedules for use by 
war contractors under fized-price war supply 
contracts are prescribed by the Office of Con- 
tract Settlement (Forms 2a, 2b, 2c and 2d). 
These same schedules may be used by con- 
tractors under cost-plus-a-fixed-fee supply 
contracts for purposes of dispcsal, storage, 
or removal of termination inventory. You 
should consult the Contracting Officer as to 
the extent of information to be submitted. 

14. Methods of disposing of termination 
inventory—(a) General policies. (1) Ex- 
cept as to items which the Government has 
advised you that it wishes to take over, or as 
to which it has given you contrary instruc- 
tions, it is the policy of the Government 
strongly to encourage contractors either to 
retain termination inventories or to dispose 
of them. Such retention or disposition is 
subject to applicable War Production Board 
regulations and to price regulations (as set 
forth in Section IV of the Joint Termination 
Regulation) of other Government agencies. 

(2) If you propose to retain or sell termi- 
nation inventory, the price (or agreed value 
in the case of retention) should be fair and 
reasonable under all the circumstances and 
one which you would approve if you were 
dealing solely for your own account. 

(b) Authority to dispose of termination in- 
ventory without Government approval. In 
the following cases, no approval by the Gov- 
ernment is required for retention or sale 
(including a determination that inventory 
should be scrapped and the disposal of such 
scrap), and in the absence of fraud your 
action will be accepted as final and con- 
clusive: 

(1) Retention or sale of items at cost. 
You may retain or sell without Government 
approval any item of termination inventory 
at its cost, and in the case of items sold, you 
may include in your termination claim 
reasonable freight, packing and handling 
charges, if any. 

(2) Disposition of items under $100. You 
may retain or sell without Government ap- 
proval any item of your termination inven- 
tory where the total cost of the item does not 
exceed $100: Provided, That the aggregate 
cost of all items so retained or sold does not 
exceed $5,000, or 20 per cent of the total in- 
ventory cost, whichever is less. The term 
“item” includes all substantially similar ar- 
ticles in your termination inventory at any 
one location. 

(c) All other dispositions. Except as per- 
mitted by paragraphs 14(b) (1) and 14 (b) (2) 
above, dispositions of termination inventory 
require the approval of the Contracting Officer 
or the authorized Navy representative. 

(d) Proceeds. The approved price of re- 
tention, sale or other disposition will consti- 
tute a credit in reduction of your termination 
claim, unless paid to the Government. 

15. Transfer of termination inventory and 
subcontracts to continuing war contracts— 
(a) Transfers. Whenever practicable, and 
where a saving to the Government may be 
accomplished, you should effect transfers of 
termination inventory to continuing war 
contracts even if such transfers necessitate 
the cancellation of subcontracts already 
placed under the continuing war contract. 
Similarly, you should effect transfers of sub- 
contracts for materials, equipment, supplies, 
and services from terminated contracts to 
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continuing war contracts, where the property 
or services covered by the subcontracts trans- 
ferred may be utilized in performance of the 
continuing war contract. 

(b) Costs of transfer. In the case of ter- 
mination inventory and subcontracts so 
transferred, you will be paid for your reason- 
able costs, if any, involved in such transfer. 
Detailed information as to methods of reim- 
bursement may be found in Section IV of 
the Joint Termination Regulation or may be 
obtained from the Contracting Officer. 


SECTION 5—-PLANT CLEARANCE AND REMOVAL OF 
FACILITIES 


16. (a) Plant clearance: The 60-day period. 
In order to arrange for plant clearance, you 
may from time to time submit to the Govern- 
ment inventory schedules on the Standard 
Forms above mentioned (Forms 2a, 2b, 2c and 
2d). These schedules will constitute your 
statement showing the materials claimed to 
be termination inventory which, if not other- 
wise disposed of prior to settlement, you de- 
sire to have removed by the Government from 
your plant. The obligation of the Govern- 
ment under the Contract Settlement Act of 
1944 to remove or arrange for storage of any 
items of termination inventory will not arise 
until sixty days, or such longer time as may 
be agreed, from the time when these sched- 
ules containing a listing of such items, are 
filed with the Contracting Officer or your 
Navy material inspector in accordance with 
applicable instructions, in satisfactory form, 
and with the required certificate. 

(b) Contractor’s right to remove and store. 
If for any reason the Government does not, 
within such sixty-day period (or longer as 
agreed on), either remove such materials or 
enter into an agreement with you for their 
storage, you may at any time thereafter 
(using reasonable care in transportation and 
preservation) remove and store them for the 
account and at the risk and expense of the 
Government. You may do so, however, only 
if you have first delivered to the Contracting 
Officer or your Navy material inspector (1) 20 
days notice in writing of the date fixed for 
removal and (2) a statement showing the 
quantities and condition of the materials so 
to be removed, certified on your behalf to rep- 
resent a concurrent physical inventory. At 
any time after the effective date of termina- 
tion, you are authorized to remove and Store 


‘at your own expense and risk any items of 
termination inventory. 


(c) Removal of facilities. It is the policy 


‘of the Government in accordance with the 


provisions of section 12 (g¢) of the Contract 
Settlement Act of 1944 and General Regula- 
tion 4 of the Director of Contract Scttle- 
ment, dated 28 September 1944, to provide 
for the orderly and expeditious removal from 
private plants of Government-owned ma- 
chinery, tools, or other equipment which are 
no longer required for war production or for 
the national defense. If you have any such 
equipment in your plant, you should notify 
the Contracting Officer who will advise you of 
the details of the procedure which has been 
established under General Regulation 4 
above, to provide for removal or storage. 


SECTION 6—SUBCONTRACTORS AND SUPPLIERS 


17. Settlement proposals to be obtained 
from subcontractors. Fixed-price subcon- 
tractors are required to use the Standard 
Forms in submitting their proposals in ac- 
cordance with the Instructions for their use. 
In the case of cost-plus-a-fixed-fee subcon- 
tracts, the procedure for settlement set forth 
in Section 3 for the settlement of your Con- 
tract will in general be applicable. 

18. Review of settlement proposals of sub- 
contractors—(a) Extent of review. It is 
your responsibility in the first instance to 
review or examine all settlement proposals 
delivered to you by your immediate subcon- 
tractors. Your duty in this regard is sim- 
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ilar to that of the Government in passing 
upon the settlement proposals submitted by 
you. You are required at least to cause an 
Office review to be made of each such pro- 
posal (which should include an accounting 
review where the net amount of the claim 
is $1,000 or more); and you should make a 
written report of each such review, to be 
furnished to the Government if requested. 

(b) Extent of responsibility. You should 
in every case make such examination as is 
reasonable under all the circumstances and 
you will be held to the standard of scrutiny 
that a prudent business man would ordinar- 
ily employ in the conduct of his own affairs. 
You will not be required to warrant the ac- 
curacy of the facts presented by the sub- 
contractors; but you will be required to 
certify that, on the basis of a review or 
examination, which you believe to be ade- 
quate, you are of the opinion that settle- 
ments of the charges of your immediate sub- 
contractors are fair and reasonable, are 
allocable ¢o the terminated portion of your 
Contract, were negotiated in good faith, and 
are not more favorable to the subcontractors 
than you would make if reimbursement by 
the Government were not involved. 

19. Settlement of immediate subcontrac- 
tors’ claims—(a) Settlements under $1,000. 
Where an immediate fixed-price subcontrac- 
tor submits to you a settlement proposal 
properly made out on Standard Form 1a, you 
are authorized, without further action by the 
Government, to make a final settlement with 
such subcontractor. If you make such a set- 
tlement (which must involve a net amount 
of less than $1,000 after deducting property 
disposal credits), you will also, in so doing, 
approve the subcontractor’s credits for re- 
tention or disposal of termination inventory, 

(b) Other settlements. Each settlement 
of $10,000 and over with a subcontractor of 
any tier must be submitted to the Contract- 
ing Officer or your Navy material inspector 
for approval. In computing the size of a 
settlement for purposes of this paragraph, 
you should deduct (from the gross settle- 
pe pe amounts payable for completed arti- 
cles' of work at the contract price and sub- 
contract claims, but not disposal credits, 
Any settlement under $10,000 may be re- 
quired to be submitted to the Contracting 
Officer or your Navy material inspector for 
approval or ratification; unless such settle- 
ments areeso required to be separately sub- 
mitted, they will be approved as a part of your 
own settlement. Notwithstanding the fore- 
going, if you have received an authorization 
to make final settlements of your subcon- 
tracts, any settlements made pursuant to the 
authorization will be recognized by the Gov- 
ernment as final and conclusive for the pur- 
pose of settling the prime contract to which 
such subcontracts are allocable. * 

(c) Government review and inspection. 
You should notify your immediate subcon- 
tractors that, even in cases where you have 
authority to make a final settlement, their 
statement of claim, may be examined by 
Government accounting personnel and the 
materials may be inspected by Government 
inspectors. 

20. Retention, sale, or other disposal of in- 
ventories by subcontractors—(a) General 
policies. The same general policies appli- 
cable to retention, sale, or other disposal of 
prime contractor termination inventory (as 
stated in paragraph 14 above) apply in the 
case of subcontractor termination inventory. 
You should so advise your immediate sub- 
contractors. 

(b) Claims under $10,000. Where your 
subcontractor’s claim (based on his own 
charges and estimated if necessary) is under 
$10,000, you are authorized, without further 
action by the Government, to give final ap- 
proval to retention, sale or other disposition 
of such subcontractor’s termination inven- 
tory. In computing the size of a claim for 
purposes of this paragraph, you should de- 


duct (from the gross claim) amounts pay- 
able for completed articles or work at the 
contract price and subcontract claims, but 
not disposal credits. In the absence of 
fraud, any such retention, sale or other dis- 
position will be accepted by the Governe 
ment as final and conclusive, unless the sale 
is to you or the subcontractor or buyer 1s 
affiliated with you. The authority outlined 
herein regarding approvals of property dis- 
position may be revoked (but not retroac- 
tively) where the best interests of the Gov- 
ernment require it. 


SECTION 7——INTERIM FINANCING 


21. Partial payments. Partial payments 
may be made to you, pending the settlement 
of your termination claim, by either (1) an 
immediate partial payment before you have 
had an opportunity to prepare an adequate 
inventory or statement of costs, or (2) a 
cost-supported partial payment as promptly 


as possible after submission of a partial or ~ 


complete settlement proposal with the pre- 
scribed supporting data. Application for 
any such payment should be made to the 
Contracting Officer. This application should 
be on the prescribed form, which may be ob- 
tained from him. 

(a) Immediate partial payments are based 
on your estimate of your own costs, and ap- 
plication for any such payment must be ac- 
companied by your certificate that the esti- 
mated amount of your own costs allocable to 
the contract and due as of the date of the 
certificate is not less than a specified figure, 
after deducting any required credits. Your 
estimate of your costs need not be limited 
to the partial proposals already filed, but may 
include other amounts due you for which 
partial proposals have not yet been filed. 
The amount of any partial payment, together 
with all previous unliquidated advance or 
partial payments applicable to your own 
costs, will not exceed 90% of the figure speci- 
fied in the certificate. 

(b) Cost-supported partial payments are 
based on partial or complete settlement pro- 
posals, and application for any such payment 
must be accompanied by one or more such 
proposals, supported by the data required 
for the submission of a termination claim or 
by reference to a previously submitted claim. 

22. Advance payments. Where funds are 
on deposit in any advance payment account 
at the time of termination, the Contracting 
Officer or the Finance Division, OP&M, for 
the Navy Department, may continue to au- 
thorize withdrawal of such funds to make 
payments chargeable to the account, in ac- 
cordance with applicable regulations. Like- 
wise, amounts previously authorized, but not 
paid prior to the termination, may be used 
on termination subject to the same limita- 
tions. If your Contract is partially termi- 
nated, amounts on deposit in the advance 
payment account may be used to pay termi- 
nation charges as well as expenses in connec- 
tion with performance, and additional ad- 
vance payments may be authorized, in ac- 
cordance with procedures governing advance 
payments for production purposes. 

23. Penalty on overstatements and over- 
payments. To the extent that any partial 
or advance payment is in excess of the 
amount finally determined to be due on 
the termination claim, it will be treated as 
a loan from the Government, payable on de- 
mand, together with a penalty computed at 
the rate of 6% per annum from the date 
when it was made to the date of repayment. 
In addition, the Contract Settlement Act 
imposes a penalty of 6% on any overstate- 
ment of the amount due on a termination 
claim in connection with interim financing. 

24. Loans. A new type of loan, known as a 
T loan, guaranteed by the Government, is 
available for the financing of war invento- 
ries and receivables pending financial settle- 
ment of termination claims. If you wish to 


obtain such a loan, you should consult your 
local bank. Guaranteed V bank loans are also 
available to contractors still in war produc- 
tion. 


SECTION 8—RECORDS AND PENALTIES 


25. Penal provisions. Section 19 (a) of the 
Contract Settlement Act of 1944 makes it a 
crime, punishable by fine and imprisonment, 
for any person wilfully to secrete, mutilate, 
obliterate, or destroy * * * 

(i) Any records of a war contractor relat- 
ing to the negotiation, award, performance, 
payment, interim financing, cancelation or 
other termination, or settlement of a war 
contract of $25,000 or more; or 

(ii) Any records of a war contractor and 
any purchaser relating to any disposition of 
termination inventory in which the consid- 
eration received by any war contractor or 
any Government agency is $5,000 or more, 


until (1) five years after such disposition of 
termination inventory by such war contrac- 
tor or Government Agency, or (2) five years 
after the final settlement of such war con- 
tract, or (3) five years after the termination 
of hostilities in the present war as pro- 
claimed by the President or by a concur 
rent resolution of the two Houses of Con- 
gress, whichever applicable period is longer. 

The act also imposes severe penalties for 
false or fraudulent statements made in con- 
nection with the settlement and payment 
of termination claims. 


SECTION 9—MISCELLANEOUS 


26. Expenses subsequent to termination. 
You should submit to the Contracting Officer 
for his approval all costs incurred by you 
after the effective date of the Notice (a) for 
the protection of Government property, or (b) 
for other expenditures in connection with the 
terminated contract. (See the termination 
article in your contract.) You must take 
adequate precautions to protect property in 
your possession in which the government has 
or may have an interest. 

27. Contracting officer. In most cases, the 
contracting officer will act through, and be 
assisted by, members of his staff who may 
include material inspectors, disposal officers, 
accountants, and other technical experts. 
The Contracting Officer will probably appoint 
one of them as the negotiator in charge of 
your settlement, who will conduct the nego- 
tiation’ with you, but will not be authorized 
to agree finally on the terms of settlement 
without the approval of the Contracting Off- 
cer. He will, however, have such authority as 
may be delegated to him by the Contracting 
Officer to approve dispositions of property, 
settlements with subcontractors, and other 
terms of final settlement. 

In the Navy Department, Navy material 
inspectors! act as general representatives of 
Navy Contracting Officers in the field. You 
should consult your War Department Con- 
tracting Officer or Navy material inspector for 
advice and assistance in termination matters 
and should submit to him your settlement 
proposals, inventory schedules, applications 
for partial payments and subcontract settle- 
ments requiring Government approval. 

28. Delay in filing claim; improper —- 
Under the Contract Settlement Act of 194 
interest on a termination claim is not payable 
during the period of any unreasonable delay 
in settlement caused by the ~ganeigsan 
Failure to file your claim in accordance wit 
applicable instructions within 60 days after 
the date fixed for termination may result in 
suspending the accrual of interest thereafter 
until such claim is properly filed, unless the 


1The term “Navy material inspector” ne 
cludes an inspector of Naval Material, @ Nava 
Inspector of Ordnance, a Supervisor of Ship- 
building, a Naval Inspector of Bpachinesy: 
a Bureau of Aeronautics Representative 2” 
an Officer in Charge of Construction. 
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Contracting Officer extends such period for 
good cause. Failure to file your claim prop- 
erly will also substantially delay its allow- 
ance. No charges will be allowed you to the 
extent that they are found to have resulted 
from your failure to take action, pursuant to 
your Notice of Termination or these Instruc- 
tions, within a time which was reasonable 
under all the circumstances. 

29. Modifications of instructions. The di- 
rections in your Notice of Termination and 
these Instructions may be modified from time 
to time. 


(JTR 943.2] 


§$ 849.944 Forms of notice and in- 
structions for subcontractors. Forms of 
notice and instructions for subcontrac- 
tors are set forth in the following sec- 
tions. [JTR 944] 


§ 849.944-1 Telegraphic termination 
notice to subcontractor. Substantially 
the following form of notice is recom- 
mended for use where it is desired to 
notify any fixed-price (lump sum) supply 
subcontractor of the termination of a 
subcontract and to send such notice by 
telegram or teletype: 


XYZ CORPORATION, 


New York, New York. 
Your contract with us No. -..--. is hereby 
terminated effective [Here insert “immedi- 


the date), or “as soon as you have delivered 
thereunder including previous deliveries the 
following items” (listing items), or “on 
qwvamsegiignn 194__, on which date you will 
reduce delivery rate as follows” (inserting 
instructions as to reduced rate of delivery) .] 
Immediately stop all work, terminate all sub- 
contracts and place no further orders except 
to extent [Here insert, if applicable, “neces- 
sary to perform any portion thereof not ter- 
minated hereby or”| that you or a subcon- 
tractor wish to retain and continue for own 
account any work in process or other mate- 
rials. Telegraph similar instructions to all 
subcontractors and suppliers. [Insert where 
applicable “This termination is necessitated 
by Government’s termination of prime con- 
tracts under which your contract is a sub- 
contract.”] Letter and instructions follow. 


Name of contractor, 
[(JTR 944.1] 


§ 849.944-2 Letter termination notice 
for use by prime contractors in termi- 
nating fixed-price (lump sum) supply 
subcontracts. A notice in substantially 
the following form is recommended for 
use by prime contractors in terminating 
by letter fixed-price (lump sum) supply 
subcontracts. This form is intended for 
cases where termination of the subcon- 
tract is required by termination of the 
prime contract. Appropriate changes 
should be made by prime contractors in 
using this form where termination of a 
subcontract becomes necessary without 
termination of the prime contract. 


LETTER TERMINATION NOTICE TO SUBCONTRAC- 
TORS HOLDING FIXED-PRICE (LUMP SUM) SUB- 
CONTRACTS 


[At the top of the Notice set out all special 
details relating to the particular termina- 
tion: e. g., mame and address of company, 
contract number of terminated prime con- 
tract, contract number or other designation 
of terminated subcontract, service or bureau 
involved, ete. 

If this written termination notice confirms 
& telegraphic notice previously sent to your 


subcontractor, use the first of the alterna- 
tive paragraphs No. 1 below. If no previous 
telegraphic notice has been sent, use the 
second. | 

1. Effective date of termination. This let- 
ter will confirm our telegram to you dated 
{in part] our contract (or order) with you 
This action was necessi- 
tated by the fact that our Government Con- 
tract No. _..--- was terminated by the Gov- 
ernment for its convenience, and our con- 
tract (or order) with you is a subcontract to 
perform work or to make or furnish material 
required for the performance of said Govern- 
ment Contract. The effective date of such 


*termination is stated in our telegram, refer- 


ence to which is hereby made [or copy of 
which is attached]. (Or) 

1. Effective date of termination. Our Gov- 
ernment Contract No. ...-.-.---.- has just 
been terminated by the Government for its 
convenience. Our contract (or order) with 
FOU; is a subcontract to per- 
form work or to make or furnish material 
required for the performance of said Gov- 
ernment Contract, and is therefore termi- 
nated hereby. Such termination will be 
effective: 

[Here insert either “immediately — 
your receipt of this Notice” or “on ~----.~-- 
194__” (inserting the date), or “as soon as 
you have delivered under said contract (or 
order) the following number of each of the 
items listed below, including those hereto- 
fore delivered, to wit: 
, 194__, on which date 
you are hereby directed to reduce the rate 
of delivery under said contract (or order) as 
follows:” (here insert instructions as to re- 
duced rate of delivery) .] 

2. Inclosed instructions. 
with is a short statement entitled “Instruc- 
tions to Subcontractors Holding Terminated 
Fixed-Price (Lump Sum) Supply Subcon- 
tracts”, which was furnished to us by the 
Government and which outlines briefly your 
principal rights and obligations not covered 
by this Notice. You should read and follow 
carefully these instructions. 

3. Disposal of termination inventory. You 
are authorized and urged to retain or dis- 
pose of all termination inventory in accord- 
ance with Section 4 of the Instructions, ex- 
cept for the following property: [Here list 
all property which the signer wishes, or has 
been advised that the Government wishes; to 
take over and give full instructions relating 
thereto. | 

4. Submission of settlement proposal. (a) 
We wish, and have been urged by the Govern- 
ment, to settle your termination claim by ne- 
gotiation and on such terms as will speedily 
and fairly compensate you therefor. To as- 
sist you in prompt submission of your Settle- 
ment Proposal, there is inclosed herewith one 
set of the Standard Forms of the Office of 
Contract Settlement for use by all fixed-price 
war supply contractors. Additional copies for 
your own use and for your subcontractors, if 
any, may be obtained from us or from the 
Government office named below, which will 
be in charge of the settlement of the prime 
contract. [In the case of the Navy, substitute 
“from your cognizant Navy material inspec- 
tor.” ] 

(b) Your settlement proposal, supporting 
inventory schedules, if any, application for 
partial payment, and all related papers 
should be submitted to us, in the absence 
of contrary instructions. [In the case of the 
Navy, add a statement requiring the submis- 
sion of any settlement proposal of $10,000 
or more via the subcontractor’s cognizant 
Navy material inspector.] 

{Include the following subparagraph (c) 
unless it appears clearly inappropriate in view 
of the size of the subcontract terminated or 
for other obvious reasons known to the con- 
tractor sending the notice of termination. If 


Inclosed here-. 


13413 


this subparagraph is included, there should 
be inclosed two copies of the “No-Cost” Sub- 
contract Settlement Agreement referred to 
therein. | 

(c) If you do not wish to present a termi- 
nation claim against us, please sign and re- 
turn both copies of the inclosed form of “No- 
cost” Subcontract Settlement Agreement 
(Joint Termination Regulation, § 849.987-2). 
One copy signed by us will be returned for 
your files. 

5. Government office in charge. The fol- 
lowing Government office is in charge of the 
settlement of the prime contract: 


6. Acknowledgement of notice. Please ac- 
knowledge receipt of this notice and indicate 
intent to file or not to file a claim as shown 
below. 
enclosures: 


Name of contractor 


Title 


ACKNOWLEDGMENT OF NOTICE AND INTENT TO 
FILE OR NOT TO FILE A CLAIM 


The undersigned acknowledges receipt of a 
signed copy of the foregoing Notice on 
194._ and [strike out 

intends 
whichever is inapplicable] does not intend 
to file a termination claim. Two copies of 
this Notice, both signed, are herewith re- 
turned. 


Name of subcontractor 
By. 


Title 
[JTR 944.2] 


§ 849.944-3 Instructions for use by 
prime contractors in terminating fired- 
price (lump sum) supply subcontracts. 
Instructions in substantially the follow- 
ing form are recommended for use by 
prime contractors in terminating fixed- 
price (lump sum) supply subcontracts. 
This recommended form of instructions 
should be sent to prime contractors along 
a their own letter notice of termina- 

ion. 


INSTRUCTIONS TO SUBCONTRACTORS HOLDING 
TERMINATED FIXED-PRICE (LUMP SUM) Sup- 
PLY SUBCONTRACTS 


1. Introductory. These instructions sum- 
marize your principal rights and obligations 
arising out of the termination of your sub- 
contract. They are based upon the Contract 
Settlement Act of 1944 and Government reg- 
ulations issued under the act. For more com- 
plete details on matters covered by these in- 
structions and for information on matters 
not covered by these instructions, you should 
consult the Joint Termination Regulation, is- 
sued by the War and Navy Departments, 
which may be obtained by war contractors 
free of charge from the Joint Army-Navy 
Termination Regulation Distribution Office, 
6th Floor, 90 Church Street, New York City. 

2. Action to be taken on receipt of notice. 
Immediately upon receipt of your notice of 
termination, you should: 

(a) Stop all work, make no further ship- 
ments, and place no further orders in connec- 
tion with your subcontract (or order) except 
(1) to the extent necessary to perform any 
portion thereof not terminated by the Notice, 
or (2) to the extent that you may wish to 
retain and continue any work in process or 
other materials for your own account, or (3) 
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to the extent the contracting officer author- 
izes you to continue work-in-process for 
reasons of safety, or to clear (or avoid damage 
to) equipment or to avoid immediate com- 
plete spoilage of work-in-process having a 
definite commercial value, or otherwise to 
prevent undue loss to the Government. (If 
you believe the authorization referred to in 
subparagraph (3) above is necessary or advis- 
able, you should immediately notify the 
responsible Contracting Officer of the Govern- 
ment by telephone or personal conference and 
obtain instructions. 

You should keep adequate records of your 
compliance with this paragraph 2 (a) show- 
ing (i) the date you received your Notice of 
Termination, (ii) the effective date of such 
termination, and (iii) the extent of comple- 
tion of performance on such effective date. 

(b) Give notice of such termination to 
each of your immédiate subcontractors (in- 
cluding suppliers) who will be affected 
thereby. In such notice you should (1) give 
him the number of the terminated prime 
contract, (2) state that it has been termi- 
nated [or partially terminated] for the con- 
venience of the Government, (3) give him the 
name and address of the Contracting Officer, 
as set forth in your notice of termination, 
(4) instruct him to stop all work, to make no 
further shipments, to place no more orders, 
and to terminate all subcontracts, in connec- 
tion with his subcontract with you, (subject 
to the same exceptions stated in paragraph 
2 (a)), (5) direct him to submit his settle- 
ment proposal promptly in order to speed up 
settlement of his termination claim, and (6) 
request him to give similar notice and in- 
structions to his immediate subcontractors. 
(The form of any notice of termination sent 
by you and by any subcontractor of a lower 
tier should follow closely the form of your 
Notice of Termination, with only those 
changes required by the facts of a particular 
case.) 

(c) Notify us of the number of articles 
completed under your subcontract and ar- 
range with us for their delivery or other dis- 
posal. All completed articles, accepted and 
delivered after the effective date of termi- 
nation, will be treated as articles delivered 
under your subcontract. They should, 
therefore, be invoiced in the usual way and 
not included in your termination claim. 

3. Settlement with your subcontractors. 
You are requested to settle with all of your 
immediate subcontractors without delay. In 
general, the policies and procedures appli- 
cable to our settlement with you apply to 
your settlements with your subcontractors. 

(a) Settlements under $1,000. Where an 
immediate subcontractor submits to you a 
settlement proposal properly made out on 
Standard Form la of the Office of Contract 
Settlement (i. e. a proposal which involves 
less than $1,000 after deducting property dis- 
posal credits) you are authorized, without 
further action by the Government or by us, 
to make a final settlement with such subcon- 
tractor. 

(b) Other settlements. Each settlement of 
#10,000 and over with a subcontractor of any 
tier must be separately approved by the Gov- 
ernment. In computing the size of a set- 
tlement for purposes of this paragraph, you 
should deduct (from the gross settlement) 
amounts payable for completed articles or 
work at the contract price and subcontract 
claims, but not disposal credits. Any settle- 
ment under $10,000 may be required to be 
submitted to the Government for approval 
or ratification; unless such settlements are 
60 required to be separately submitted, they 
will be approved as a part of your own settle- 
ment. Notwithstanding the foregoing, if you 
have received an authorization to make final 
settlements of your subcontracts, any settle- 
ments made pursuant to the authorization 
will be recognized by the Government 4s final 
and conclusive for.the purpose of settling the 


prime contract to which such subcontracts 
are allocable. 

(c) Any settlement, even though final, may 
be examined by Government accounting 
personnel and termination inventory there- 
under may be inspected by Government 
inspectors. 

4. Disposal of termination inventory—(a) 
General policy. You are strongly urged to re- 
tain your inventory or to dispose of it. Such 
retention or sale must be subject to regula- 
tions of the War Production Board and to 
applicable price regulations. 

(b) Preparation of inventory schedules. 
Where your settlement proposal is for less 
than $1,000 and properly submitted on Form 
la, you need not submit separate inventory 
schedules. Otherwise, your inventory should 
be listed on the Inventory Schedules pre- 
scribed for all fixed-price war supply con- 
tractors by the Office of Contract Settlement 
(Standard Forms 2a, 2b, 2c and 2d). 

(c) Items disposed of at cost and items 
costing less than $100. In general, without 
further approval (i) you may retain or sell 
any items listed on your inventory sched- 
ules, at their cost as shown thereon; and 
(ii) you may retain or sell any item whose 
cost as listed does not exceed $100, provided 
that the aggregate cost of all items so re- 
tained or sold does not exceed $5,000 or 20 
per cent of your inventory cost, whichever is 
less 


(ad) Claims under $10,000. Where your 
claim (based on your own charges and esti- 
mated if necessary) is under $10,000, you 
may sell, retain, or otherwise finally dispose 
of any item of termination inventory, subject 
only to our approval unless the sale is to 
us or unless you are affiliated with us. In 
computing the size of your claim for pur- 
poses of this paragraph, you should deduct 
(from your gross claim) amounts payable 
for completed articles or work at the con- 
tract price and subcontract claims, but not 
disposal credits. In the absence of fraud, 
any such retention, sale or other disposition 
will be accepted by the Government as final 
and conclusive. 

In the case of your immediate subcontrac- 
tors, you may approve the sale, retention 
or other disposition of their termination 
inventory upon the same terms as those 
stated in this paragraph. 

(e) Other dispositions. Other dispositions 
of termination inventory should be approved 
by the Contracting Officer or authorized Navy 
representative. 

5. Plant clearance—(a) The 60-day period. 
In order to arrange for plant clearance, you 
may from time to time submit inventory 
schedules to the Contracting Officer or your 
Navy material inspector (with a copy to us) 
on the Standard Forms above mentioned 
(Forms 2a, 2b, 2c and 2d). Thesé schedules 
will constitute your statement showing the 
materials claimed to be termination inven- 
tory which, if not otherwise disposed of prior 
to settlement, you desire to have removed by 
the Government from your plant. The obli- 
gation of the Government under the Contract 
Settlement Act of 1944 to remove or arrange 
for storage of any items of termination in- 
ventory will not arise until sixty days, or such 
longer time as may be agreed, from the time 
when these schedules containing a listing of 
such items are filed with the Contracting 
Officer or your Navy material inspector in ac- 
cordance with applicable instructions, in sat- 
isfactory form, and with the required certifi- 
cate, 

(b) Contractor’s right to remove and store. 
If for any reason the Government does not, 
within such sixty-day period (or longer as 
agreed on), either remove such materials or 
enter into an agreement with you for their 
storage, you may at any time thereafter 
(using reasonable care in transportation and 
preservation) remove and store them for the 


account and at the risk and expense of the 
Government. You may do so, however, only 
if you have first delivered to the Contracting 
Officer or your Navy material inspector, (1) 
20 days’ notice in writing of the date fixed 
for removal and (2) a statement showing the 
quantities and condition of the materials so 
to be removed, certified to represent a con- 
current physical inventory. At any time 
after the effective date of termination, you 
are authorized to remove and store at your 
Own expense and risk any items of termina- 
tion inventory. 

6. Removal of facilities. It is the policy of 
the Government, in accordance with the pro- 
visions of section 12 (g) of the Contract Set- 
tlement Act of 1944 and General Regulation 4 
of the Director of Contract Settlement, dated 
28 September 1944, to provide for the orderly 
and expeditious removal from private plants 
of Government-owned machinery, tools, and 
equipment which are no longer required for 
war production or for the national defense. 
If you have any such plant equipment in your 
plant, you should notify the Contracting Offi- 
cer who will advise you of the details of the 
procedure which has been established under 
General Regulation 4 above, to provide for 
remo val or storage. 

7. Interim financing. It is the policy of 
the Government, pending the settlement of 
your claim, to provide you with adequate 
interim financing, within® 30 days after 
proper application. Such financing may be 
effected by one or more of the following 
methods: 

(a) A new simplified type of guaranteed 
T Loan, solely for use on termination, is now 
available; 

(b) For contractors still in war produc- 
tion guaranteed V Loans may be arranged; 

(c) Contractors will be given liberal partial 
payments while their terminated contracts 
are in process of settlement, which may be 
either (1) immediate payments based on 
an estimate of the amount due, or (2) cost- 
supported payments based on a statement of 
costs; 

(ad) Advance payments authorized prior to 
termination may, where the agreement so 
provides, be used with the approval of the 
Contracting Officer, or the Finance Division, 
OP&M, for the Navy Department, to pay for 
items included in your termination claim. 

Further information may be secured from 
the Contracting Officer and may be found in 
the Joint Termination Regulation, Section 
III. 
8. Delay in filing claim; improper filing. 
Under the Contract Settlement Act of 1944 
interest on a termination claim is not pay- 
able during the period of any unreasonable 
delay in settlement caused by the Contractor. 
Failure to file your claim in the proper form 
within 60 days after the date fixed for ter- 
mination may suspend the accrual of interest 
thereafter until the claim is properly filed. 
Failure to file your claim properly will also 
substantially delay its allowance. In prepar- 
ing it, you should remember that its allow- 
ance will normally create a cost to be reim- 
bursed to the prime contractor by the Gov- 
ernment; that your statement of costs may 
be subject to Government examination; and 
that any items listed on your inventory 
schedules may be subject to Government 
inspection. No charges will be -allowed you 
to the extent that they are found to have 
resulted from your failure to take action, 
pursuant to your Notice of Termination or 
these Instructions, within a time which was 
reasonable under all the circumstances. 

9. Effective date of termination and date 
fized for termination. The terms “effective 
date of termination” and “date fixed for ter- 
mination” mean the date upon which your 
notice of termination first requires you (1) t0 
reduce or stop deliveries under your contract, 
or, (2) if no deliveries are being made or *re 
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called for under the contract, to reduce or 
stop performance under the contract. Pay- 
ment of interest, if any, on your termination 
claim will be calculated by reference to this 
date. 

10. Pending legal proceedings. You should 
notify us of any pending legal proceedings 
which relate to any subcontracts or purchase 
orders under your terminated subcontract 
or which have resulted in or which are in- 
tended to obtain, a lien or encumbrance on 
any termination inventory other than termi- 
nation inventory you propose and are author- 
ized to retain or dispose of. 

11. Destruction of records. The Contract 
Settlement Act of 1944, Section 19 (a), makes 
it a crime, punishable by fine and imprison- 
ment, to destroy wilfully, within a period 
extending for at least five years after the end 
of the war, (a) any records of a war con- 
tractor which relate to a war contract of 
$25,000 or more, or (b) any records of a war 
contractor or purchaser which relate to ter- 
mination inventory involving $5,000 or more. 
The Act also imposes severe penalties for false 
and fraudulent statements made in connec- 
tion with the settlement and payment of 
termination claims. 

12. Incorporation of “Approved termina- 
tion provision”, The Government has issued 
a standard form of contract article called 
“Approved Termination Provision for Use 
in Fixed-Price Orders or Subcontracts for the 
Manufacture of Supplies under Government 
War Contracts”. (This form appears in the 
Joint Termination Regulation, paragraph 
936.) This provision embodies Government 
policy on termination of fixed-price subcon- 
tracts. If your subcontract does not contain 
the provision, you may raise with us the 


‘question of amending your subcontract to 


include it. 

13. Contracting officer. The Contracting 
Officer means the Government officer in 
charge of the settlement of the prime con- 
tractor’s claim. In most cases he will act 
through, and be assisted by, members of his 
staff, who may include material inspectors, 
disposal officers, accountants, and other tech- 
nical experts. In the Navy Department, Navy 
material inspectors, act as general repre- 
sentatives of Navy Contracting Officers in 
the field. You should consult us for advice 
and assistance in termination matters. 
Where necessary, however, the Contracting 
Officer or your Navy material inspector is also 
available to help you. 

14. Modification of instructions. The di- 
rections in your Notice of Termination and 
these Instructions may be modified from time 
to time. 


SUBPART E—-FORMS RELATING TO INTERIM 
FINANCING 


§ 849.950 Scope. This subpart con- 
tains forms, instructions and explan- 
atory notes to forms relating to guaran- 
teed loans and partial payments in 
connection with termination. [JTR 
950) 


§ 849.951 Forms for 1944 V-Loan 
guarantee agreement and explanatory 
notes. Forms for 1944 V-Loan Guaran- 
tee Agreement and explanatory notes are 
set forth in the following sections. [JTR 
950] 

_ 

+The term “Navy material inspector” in- 
cludes an Inspector of Naval Material, a Naval 
Inspector of Ordnance, a Supervisor of Ship- 
building, a Naval Inspector of Machinery, a 
Bureau of Aeronautics Representative, and 
an Officer in Charge of Construction. 


§ 849.951-1 Form of agreement. 
Form of September 15, 1944 
1944 V-LoaAN GUARANTEE AGREEMENT 


The War Department of the United States, 
Navy Department of the United States, 
United States Maritime Commission (herein 
called “Guarantor’’), acting through the Fed- 
eral Reserve Bank of ___--_- ‘as fiscal agent of 
the United States, and the Financing Insti- 
tution, as hereinafter defined, hereby agree 
each with the other as follows: 


SECTION 1—DEFINITIONS 


As used in this agreement— 
(A/’The words “Financing Institution” 


Address 


the said borrower being engaged in a business 
or operation which is deemed by the Guaran- 
tor to be necessary, appropriate or convenient 
for the prosecution of the war. 

(C) The words “the loan” shall mean a 
financing arrangement between the Financ- 
ing Institution and the Borrower, the terms 
and conditions of which are briefly described 
as follows: 

(The description of the loan shall include 
the following items in the following order: 
Type of loan (straight loan or revolving 
credit), principal amount (maximum amount 
of credit in the case of a credit), interest 
rate, and maturity (latest maturity in the 
case of a credit). Provisions as to collateral 
and other protective provisions prescribed by 
the Guarantor should ‘also be described here, 
or, if preferred by referring to an annexed 
loan agreement or other similar instrument; 
but the terms and the provisions of such 
agreement or instrument should not be made 
a@ part of or incorporated in the guarantee 
agreement.) 


(D) The word “obligation” shall mean the 
instrument or instruments evidencing the 
Borrower’s indebtedness under the loan and 
any renewals or extensions thereof. 

(E) The term “guaranteed percentage” 
shall mean (1) ~------.---. per cent, or (2) 
the percentage specified above as increased 
by an adjustment thereof under section 8 or 
section 9 of this agreement. 

(F) The term “unguaranteed percentage” 
shall mean the difference between 100 per cent 
and the guaranteed percentage. 

(G) The words “collateral for the loan” 
shall mean all collateral or security specified 
in the description of the loan under para- 
graph (C) of this section or taken or accepted 
in substitution for such specified collateral 
or security, and any collateral or security 
hereafter taken or accepted for the specific 
protection of the loan. 

(H) The words “interest in the obligation” 
shall mean the amount of the obligation 
owned by the Guarantor or by the Financing 
Institution, as the case may be. 

(I) The word “Holder” shall mean the 
party to this agreement which has possession 
of the obligation and shall be determined in 
accordance with the provisions of sections ¢ 
and 10 of this agreement. 

(J) The words “Reserve Bank” shall mean 
the Federal Reserve Bank of -_..---- as fiscal 
agent of the United States acting on behalf 
of the Guarantor in accordance with the pro- 
visions of Executive Order No. 9112 of March 
26, 1942, and applicable provisions of law. 

(K) A “war production contract” shall 
mean any contract (other than a contract 


13415 


solely for the construction or acquisition of 
facilities to be used by the Borrower) made 
or order accepted by the Borrower for the 
sale or furnishing by the Borrower of mate- 
rials, equipment, supplies, facilities, or serv- 
ices or for the processing or treatment by the 
Borrower of materials, which (a) constitutes 
@ prime contract with the War Department, 
Navy: Department, or Maritime Commission 
or (b) constitutes a contract made or order 
accepted by the Borrower to aid directly or 
indirectly in the performance of any prime 
contract with any of said Government 
agencies. 


SECTION 2—GUARANTEE AS TO SHARING OF 
LOSSES AND EXPENSES 


(A) All losses of principal and interest on 
the loan, and all expenses as defined in para- 
graph (D) of this section, shall be shared 
ratably by the Guarantor and the Financing 
Institution in accordance with the guaranteed 
percentage and the unguaranteed percentage, 
respectively, as such losses, expenses and per=- 
centages exist on the date of settlement be- 
tween the Financing Institution and the 
Guarantor, regardless of whether or not any 
purchase has been made under this agree- 
ment. 

(B) The date of settlement between the 
Financing Institution and the Guarantor 
shall be such date as may be agreed upon by 
the parties or, if no such date is agreed upon, 
the thirtieth day after the date on which 
either party to this agreement receives from 
the other party a written request for such 
settlement, but no such request will be made 
by the Guarantor prior to maturity nor prior 
to the time when the amount of the ultimate 
losses and expenses appears to be determi- 
nable with reasonable certainty. 

(C) In determining losses under paragraph 
(A) of this section, all amounts which, on 
the date of settlement, have not been paid 
shall be regarded as losses even though they 
may appear to be recoverable thereafter. All 
net recoveries realized after the date of set- 
tlement, from whatever source realized, shall 
be shared ratably by the Guarantor and the 
Financing Institution on the basis prescribed 
in this section. 

(D) For the purposes of this section, ex- 
penses shall mean all reasonable out-of- 
pocket expenses (including reasonable coun- 
sel fees incurred by the Financing Institution 
or the Reserve Bank prior to but not after any 
purchase under this agreement) which relate 
to the enforcement of the loan or the pres- 
ervation of the collateral and which are in- 
curred during the period of any default in 
the payment of principal or interest, and 
which have not been recovered from the 
Borrower. 


SECTION 3—-AGREEMENT TO PURCHASE 


(A) Upon written demand or demands 
made by the Financing Institution on the 
Reserve Bank at any time prior to the date of 
settlement between the Guarantor and the 
Financing Institution, the Guarantor will 
purchase from the Financing Institution, on 
the tenth (10th) day after the receipt by the 
Reserve Bank of such a demand, the guar- 
anteed percentage of the unpaid principal 
amount of the loan, less any amounts which 
have been previously purchased by the Guar- 
antor under any provision of this agreement 
and have not been repaid. Such purchases 
will be made by the Guarantor from time to 
time either as a whole or in such portions 
as may be demanded in writing as above 
specified. 

(B) Any purchase by the Guarantor pur- 
suant to any provision of this agreement shall 
be made at the Reserve Bank, and the amount 
that the Guarantor shall pay shall be the face 
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(B) The word “Borrower” shall mean .... 
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amount of the portion of the unpaid principal 
amount of the obligation so purchased, as of 
the date of the demand, plus all unpaid ac- 
crued interest on such portion, with appro- 
priate adjustment for guarantee fees, com- 
puted as of the date of purchase. Such pur- 
chase shall be made for cash, except that if 
the Guarantor owns an interest in any obliga- 
tion which has been issued under a revolving 
credit arrangement and if, at or before the 
maturity of such obligation, the Reserve 
Bank receives written demand from the 
Financing Institution for the purchase of the 
same or a lesser amount of a new obligation 
to be issued in place of such maturing obliga- 
tion, payment for the portion of the new obli- 
gation purchased pursuant to such demand 
will be made by the Guarantor by surrender- 
ing, at or before maturity, its interest in the 
maturing obligation, in the amount of the 
demand by the Financing Institution and 
without regard to the ten day period specified 
in paragraph (A) of this section. 


SECTION 4—-ADMINISTRATION OF LOAN AND 
POSSESSION OF OBLIGATION AND COLLATERAL 


(A) Prior to any purchase under this agree- 
ment, the Financing Institution shall admin- 
ister the loan and shall hold the obligation 
and the collateral for the loan. Whenever 
the Guarantor becomes the owner of any part 
of the loan under this agreement, the 
Financing Institution shall continue to ad- 
minister the loan and to hold said obligation 
and collateral, and shall forthwith deliver to 
the Reserve Bank a certificate reciting that 
the Financing Institution holds said obliga- 
tion and collateral for the account of the 
Guarantor to the extent of the Guarantor’s 
interest therein. In any such case, however, 
upon written demand by the Reserve Bank, 
the Financing Institution shall forthwith 
endorse the obligation to the Reserve Bank 
without recourse or warranty and shall assign 
the collateral (or its interest therein if such 
collateral cannot be assigned because it is 
held for the account of more than one 
Financing Institution) to the Reserve Bank 
without recourse or warranty, except as to 
the genuineness of the signature of the 
Borrower to any instrument, and shall forth- 
with deliver to the Reserve Bank possession 
of the obligation and of the collateral (or an 
assignment of its interest therein as above 
provided). Thereupon the Reserve Bank 
shall issue to the Financing Institution a cer- 
tificate reciting that the Reserve Bank holds 
said obligation and collateral for the account 
of the Financing Institution to the extent of 
the Financing Institution's interest therein. 
Thereafter the Guarantor, through the agency 
of the Reserve Bank, shall administer the 
loan and shall hold said obligation and col- 
lateral for the account of the Guarantor and 
the Financing Institution as their interests 
in the obligation may appear. The Guaran- 
tor and the Financing Institution shall at all 
times during the existence of this agreement 
have the right to examine and inspect said 
obligation and collateral. 

(B) Whenever the Guarantor becomes the 
Holder of the obligation, the Financing Insti- 
tution will at any time at the written request 
of the Guarantor furnish to the Guarantor 
such instruments as may be reasonably neces- 
sary or appropriate to enable the Guarantor 
to administer the loan and enforce the obliga- 
tion and collateral for the loan in accordance 
with the terms of the loan. 

(C) Nothing contained in this or any other 
section of this agreement shall be construed 
to prevent the Financing Institution from 
offering the obligation as collateral for ad- 
vances by a Federal Reserve Bank, if such 
obligation is otherwise eligible and acceptable 
as collateral for such advances. 


SECTION 5-—-RATABLE APPLICATION OF 
COLLECTIONS 


All amounts at any time paid or credited 
on the obligation, from whatever source 


realized, shall be applied ratably for the bene- 
fit of the Financing Institution and the 
Guarantor according to their respective in- 
terests in the obligation. All amounts s0 
paid or credited upon the obligation after the 
date of a demand by the Financing Institu- 
tion or the Guarantor, as the case may be, 
for a purchase under this agreement and prior 
to the date of such purchase shall be applied 
as above provided according to such respective 
interests of the Guarantor and the Financing 
Institution as such interests exist immedi- 
ately after such purchase. The Holder of the 
obligation and collateral shall receive all pay- 
ments from the Borrower in connection with 
the obligation and shall promptly remit to 
the other party to this agreement such other 
party’s share thereof. 


SECTION 6—APPLICATION OF PROCEEDS OF COL=- 
LATERAL AND OTHER ASSETS 


(A) There shall first be applied to the full 
payment of the loan before they are applied 
to the payment of other indebtedness of the 
Borrower to the Financing Institution: (1) 
All proceeds of any collateral for the loan; 
and (2) all proceeds of accounts receivabie 
and of inventories (including finished prod- 
ucts and work in process) arising under the 
Borrower’s war production contracts, to the 
extent that such accounts receivable or in- 
ventories are taken or appropriated by the 
Financing Institution, except war production 
contracts under which claims may heretofore 
have been, or may with the written consent 
6f the Guarantor hereafter be, specifically 
assigned to the Financing Institution as 
security solely for other indebtedness of the 
Borrower to the Financing Institution. If 
any funds on deposit, or othér amounts pay- 
able to the Borrower by the Financing In- 
stitution, or other assets of the Borrower 
(except those described in clause (2) above) 
which are not specifically pledged as security 
for any indebtedness shall be taken or ap- 
propriated by the Financing Institution, the 
Financing Institution shall apply such funds 
and the proceeds of such other assets pro 
rata against the then unpaid balance of the 
loan andthe then unpaid balance of such 
other indebtedness of the Borrower to the 
Financing Institution. Funds on deposit, 
amounts payable, and other assets shall not 
be considered to be specifically pledged for 
any indebtedness, within the meaning of this 
section, if the right of the Financing Institu- 
tion to apply the proceeds thereof to such 
indebtedness exists only by virtue of the right 
of banker’s lien setoff or only by virtue of a 
“spreader”, “overlap” or “cross-lien” provision 
in any note or loan agreement. 

(B) There shall first be applied by the 
Guarantor to the full payment of the loan, 
before they are applied to the payment of 
other indebtedness of the Borrower to the 
Guarantor, all proceeds obtained by the Guar- 
antor from: (1) accounts receivable and in- 
ventories (including finished products and 
work in process) arising under the Borrower’s 
war production contracts, and (2) any right 
of priority accruing to the Guarantor on ac- 
count of any claim by the Guarantor against 
the Borrower, and (3) any right of setoff in 
respect of amounts due to the Borrower on 
any war production contract (except a right 
of setoff arising out of a claim under the same 
contract); except that the foregoing shall not 
apply to any pledge, lien, or other security 
taken by the Guarantor as collateral for an 
advance payment or loan by the Guarantor 
to the Borrower. 


SECTION 7——ACTIONS AS TO OBLIGATION OR 
COLLATERAL 


The Holder shall not, without the prior 
written consent of the other party to this 
agreement, (a) make or consent to any ma- 
terial alteration in the terms of the loan 
or collateral for the loan; (b) make or con- 
sent to any release, sale, transfer, further 
pledge, subordination or substitution of any 
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of said collateral for the loan; or (c) give 
any consent or waiver under any provision 
of the loan restricting the use of funds of the 
Borrower. However, the consent of the other 
party shall not be necessary with respect to 
any release or substitution of such collateral 
required or authorized by the terms of the 
loan as such terms are described in paragraph 
(C) of section 1 of this agreement or in any 
instrument referred to therein, and no notice 
of any such action need be given to the other 
party. The Holder, unless prior objection 
thereto shall have been made in writing by the 
other party, may extend the term of the loan, 
but, without the prior written consent of the 
other party, not more than once and for 
not more than sixty (60) days; but notice of 
any such extension shall be thereafter 
promptly transmitted to the other party. 
The taking of additional collateral or se- 
curity shall not be considered a material 
alteration in the terms of the loan or col- 
lateral for the loan. 


SECTION 8—REFUSAL OF GUARANTOR TO CONSENT 
TO ACCELERATED MATURITY 


The Financing Institution, if it be the 
Holder, shall not exercise any option to ac- 
celerate the maturity of the obligation with- 
out the prior written consent of the 
Guarantor. If such an option exists (whether 
or not conditioned upon the giving of notice 
to the Borrower) on the part of the Holder 
to accelerate the maturity of the obligation 
and (a) the Guarantor fails to give its written 
consent, within ten (10) days after the Re- 
serve Bank shall have received a written re- 
quest from the Financing Institution to do so, 
to the acceleration of the maturity of the 
obligation or (b) if the Guarantor be the 
Holder and does not, within ten (10) days 
after the Reserve Bank shall have received a 
written request from the Financing Institu- 
tion that the Guarantor do so, initiate ap- 
propriate action to accelerate the maturity 
of the obligation, the guaranteed percentage 
shall thereupon, in either event, effective 
ten (10) days after the receipt of such re- 
quest, be 100 per cent. The Guarantor may, 
after giving notice to the Financing Institu- 
tion, exercise any option to accelerate the 
maturity of the obligation without obtaining 
the consent of the Financing Institution, and 
the loan shall so provide. 


SECTION 9—FAILURE TO SUE OR CONSENT TO SUE 


The Financing Institution, if it be the 
Holder, shall not, without the prior written 
consent of the Guarantor, bring suit to en- 
force payment of the obligation or any in- 
stalment thereof, or directly or indirectly in- 
stitute bankruptcy, receivership or insolvency 
proceedings against the Borrower, or fore- 
close on or otherwise enforce realization of 
the collateral by exercise of a power of sale 
or by legal proceeedings; but the Guarantor, 
if it be the Holder, after giving notice to 
the Financing Institution, may take any ac- 
tion specified in this sentence without ob- 


‘ 


taining the consent of the Financing Institu- ° 


tion. If at any time all or any portion of the 
principal or interest of said obligation is due 
and unpaid and (a), while the Financing 
Institution is the Holder, the Guarantor fails 
to give its written consent within ten (10) 
days after the Reserve Bank shall have re- 
ceived a written request from the Financing 
Institution to do so, to the taking of any 
action specified in the preceding sentence or 
(b) if the Guarantor be the Holder and does 
not, within thirty (30) days after the Re- 
serve Bank shall have received a written re- 
quest from the Financing Institution that 
the Guarantor take action as aforesaid, take 
the action requested or one of the other steps 
specified in the preceding sentence, the guar- 
anteed percentage shall thereupon in either 
event, effective ten (10) days or thirty ( 30) 
days, as the case may be, after the receipt of 
such request, be 100 per cent. 


= 
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SECTION 10-—-VOLUNTARY PURCHASE BY 
GUARANTOR 


Whenever the Guarantor elects, it may 
purchase, and the Financing Institution shall 
sell to it, the guaranteed percentage of the 
unpaid principal amount of the obligation, 
less any amounts which have been previ- 
ously purchased by the Guarantor under any 
provision of this agreement and have not 
been repaid; but no such purchase shall be 
made except ninety (90) days or more after 
the original advance on the loan or shall 
become effective until ten (10) days (or 
such lesser period as the Guarantor may 
specify) after the Guarantor shall have sent 
to the Financing Institution a demand for 
such purchase by telegram or registered mail. 
In the event of any purchase under this sec- 
tion, the Guarantor shall, at the request of 
the Financing Institution, or may, at its own 
option, immediately become the Holder in 
the manner provided in section 4 without 
the written demand therein specified. 


SECTION 11—REPORTS AS TO BORROWER’S 
CONDITION 


The Holder shall promptly notify the other 
party of any default in the payment of prin- 
cipal, or of any default which shall con- 
tinue for ten (10) days in the payment of 
interest, on the part of the Borrower. As 
long as the Financing Institution has any 
interest in the loan, each party shall notify 
the other party of any other default on the 
part of the Borrower in connection with the 
loan, or of any unfavorable change in the 
financial condition or in the business of the 
Borrower or in the collateral for the loan, 
of which such party has acquired actual 
knowledge in connection with the adminis- 
tration of said loan and which in its opinion 
at the time is material. The Financing In- 
stitution shall, upon the request of the Re- 
serve Bank, furnish to the Reserve Bank any 
other information relating to the financial 
condition of the Borrower and the progress 
of the loan which it has acquired in connec- 
tion with the administration of said loan. 


SECTION 12——-FEES PAYABLE TO GUARANTOR 


The Financing Institution shall pay to the 
Reserve Bank at the end of each monthly 
or quarterly period, as fixed by the Reserve 
Bank, an amount equal to ----_--- per cent’ 
of any interest payable by the Borrower on 
the average daily amounts of that part of 
the unpaid principal of the obligation which 
the Guarantor was obligated during such 
period to purchase upon demand of the 
Financing Institution. 


SECTION 13——-EFFECT OF VIOLATION OF AGREEMENT 


(A) If the Financing Institution shall vio- 
late, or fail to comply with, any of the terms 
of this agreement or any of the terms or con- 
ditions of the loan or shall through gross 
negligence make a material misrepresentation 
of fact in the application therefor, or in any- 
thing constituting a part of the application, 
it shall become liable to the Guarantor in an 
amount equal to the damages sustained by 
the latter by virtue of such violation, failure 
to comply, or misrepresentation; but the 
Guarantor shall not be relieved by such viola- 
tion, failure to comply, or misrepresentation 
from any of its obligations to the Financing 
~~ gags under the terms of this agree- 

nt. 

(B) In the absence of gross negligence on 
the part of the Financing Institution: 

(1) No invalidity or ineffectiveness of any 
Collateral or of any assignment thereof ac- 
cepted by the Financing Institution; and 

(2) No action or omission to act on the part 
of the Financing Institution in reliance on a 
statement or certificate signed by an appro- 
priate officer or member of the Borrower with 
Tespect to the financial condition, business 


or operations of the Borrower or the purpose 
for which funds of the Borrower have been or 
are intended to be used; 


shall constitute a violation of, or failure to 
comply with, any of the terms of this agree- 
ment or any of the terms or conditions of the 
loan on the part of the Financing Institution. 
No invalidity of any provision of the loan 
agreement (or other similar instrument), if 
any, referred to herein, arising from statute 
or decision of any court, shall in any way re- 
lieve the Guarantor hereunder. 


SECTION 14—-INTERPRETATION OF AGREEMENT 


(A) This agreement constitutes the entire 
contract between the Guarantor and the Fi- 
nancing Institution, and no claim of waiver, 


modification, consent, or acquiescence with. 


respect to any of the provisions of this agree- 
ment shall be made against either party ex- 
cept on the basis of a letter or other written 
instrument executed by or on behalf of such 
party. 

(B) No provision of the loan agreement (or 
other similar instrument), if any, shall in- 
crease, limit or vary the rights or obligations 
of the Financing Institution, the Guarantor 
or the Borrower under this agreement. 


SECTION 15—PROHIBITION AGAINST ASSIGNMENT 


This agreement shall not be assignable by 
either party, but this shall not prevent the 
Financing Institution from granting to other 
financing institutions participations in the 
obligation, provided, however, that the Guar- 
antor shall recognize and deal only with the 
Financing Institution. 


SECTION 16—OFFICIALS NOT TO BENEFIT 


' No member of or delegate to Congress or 
resident commissioner shall be admitted to 
any share or part of this contract or to any 
benefit that may arise therefrom, but this 
provision shall not be construed to extend to 
this contract if made with a corporation for 
its general benefit. 

In witness whereof, the parties have caused 
this agreement to be executed on their be- 
half by their duly authorized agents this 


INSTITUTION ] 
War DEPARTMENT OF THE UNITED STATES 
Navy DEPARTMENT OF THE UNITED STATES 
UNITED STATES MARITIME COMMISSION, 
By FEDERAL RESERVE BANK OF ----_- As 
FIscAL AGENT OF THE UNITED STATES. 


(Name) (Title) 
“(Financing Institution) 

: (Name) (Title). 

Attest: 

~~" (Name) (Title) 
(JTR 951.1] 


§ 849.951-2 Explanatory notes to 1944 
V-Loan guarantee agreement, 


Form of September 15, 1944 


EXPLANATORY NOTES WITH RESPECT TO THE 
1944 V-LOAN GUARANTEE AGREEMENT 


1, The Guarantee Agreement is issued pur- 
suant to the authority contained in the First 
War Powers Act, 1941, Executive Order 9112, 
the Act of June 11, 1942 (56 Stat. 851), the 
Contract Settlement Act of 1944, and other 
pertinent provisions of law. 

2. Generally the Guarantee Agreement is 
to be used only in cases where a Borrower is 
engaged in war production and has a present 
need for funds to finance such war produc- 
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tion. The Borrower may obtain termination 
protection to the extent that the Financing 
Institution agrees to permit borrowings 
against cancelled war production contracts. 
If a Borrower shows the need of borrowings 
for production purposes as well as for releas- 
ing working capital on terminated contracts 
or on the terminated portions of contracts, 
the borrowings will ordinarily be limited only 
by the loan formula and the maximum 
amount of the credit. Where a Borrower 
shows no need for borrowing for production 
purposes other than to purchase tax notes, 
V-Loan financing will not generally be made 
available. 

3. The form of 1944 V Guarantee Agree- 
ment is to be standard in all cases. In ap- 
propriate circumstances, however, the defini- 
tion of “war production contract” contained 
in section 1 (K) may be varied after submis- 
sion of the matter to Washington for ap- 
proval. No other special provision or condi- 
tion modifying the guarantee agreement will 
be permitted in any circumstances except 
after joint consultation between the guaran- 
teeing agencies. 

4. It is contemplated that there will us- 
ually be a Loan Agreement between the Bor- 
rower and the Financing Institution and 
that each Loan Agreement will contain a bor- 
rowing formula based upon war production 
contracts. The loan formula shall relate to 
unterminated war production contracts, or 
to both unterminated and terminated war 
production contracts. In any case where 
the loan formula permits borrowings with 
respect to terminated war production con- 
tracts, the loan may contain provisions sub- 
stantially similar to the report and “pay- 
down” provisions of Paragraphs 7 (c) and 8 
of the standard Termination Loan Agree- 
ment. The term “terminated war produc- 
tion contracts”, unless otherwise defined in 
the loan agreement, will include a war pro- 
duction contract in its entirety which has 
been terminated in whole or in part. 

5. In general, whenever it is agreed to 
extend a guaranteed loan originally under 
the 1942 or 1943 form of guarantee agree- 
ment, the consent of the Guarantor to such 
extension will be given only if the Borrower 
and the Financing Institution agree to ac- 
cept the 1944 V-Loan Guarantee Agreement. 
However, if upon maturity of such a loan 
the Borrower needs only a relatively short 
extension to complete his war production 
contracts or, if such a loan matures prior 
to January 1, 1945 and time is needed to ar- 
range for refinancing, the Guarantor will 
generally agree to an extension without the 
adoption of the new form of guarantee agree- 
ment, provided that (1) the maturity of the 
loan is extended for a total period of not 
more than six months; (2) no substantial 
modifications are made in the terms of the 
loan (except modifications requested by the 
Guarantor); and (3) the Borrower agrees to 
forego the benefits of section 6 of the 1942 
or 1943 form of guarantee agreement. In ad- 
dition, in any case in which it deems it 
necessary, the Guarantor may permit an ex- 
tension without the adoption of the new 
form of guarantee agreement for such period 
of time as may appear to be required in order 
to effect an orderly liquidation of the loan. 

6. The fact that the 1944 V-Loan Guar- 
antee form does not contain a provision 
analogous to Section 5 of previous V-Loan 
guarantee forms will be taken into consid- 
eration by the Services in negotiating the 
guaranteed percentage under the new form. 

7. There is no provision in the 1944 V-Loan 
Guarantee Agreement formi for suspension 
of maturity upon cancellation of war con- 
tracts. However, as appears from Note 2 
above, the Borrower may obtain certain ter- 
mination protection. Moreover, if, at the 
maturity of a loan, settlement of terminated 
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contracts has not been completed, the Serv- 
ices still have a responsibility under the Act 
to provide interim financing for the re- 
mainder of the settlement period. 


(JTR 951.2] 


$ 849.952 T-Loan forms. T-loan 
forms are set forth in the following sec- 
tions. [JTR 952] 


§ 849.952-1 T-Loan guarantee agree- 
ment. 
Form of September 1, 1944 
T-LOAN GUARANTEE AGREEMENT 


The __ (herein 
called “Guarantor’’), acting through the Fed- 


as fiscal agent of the United States (herein 
called “Reserve Bank’’), and the Financing 
Institution hereby dgree as follows: 


SECTION 1—DEFINITIONS 
(A) “Financing Institution” shall mean 


(Address) 

(C) “The loan” shall mean the financing 
arrangement between the Financing Institu- 
tion and the Borrower which is described in 
Appendix I annexed hereto. In case of any 
conflict or inconsistency between the provi- 
sions of this agreement and the provisions 
of Appendix I or any other similar instru- 
ment, the provisions of this agreement shall 
control. 

(D) “Obligation” shali mean the instru- 
ment or instruments evidencing the Borrow- 
er’s indebtedness under the loan. 

(E) “Guaranteed percentage” shall mean 


SECTION 2—GUARANTEE AS TO SHARING OF LOSSES 
AND EXPENSES 


(A) All losses on the loan (i. e., all amounts 
of principal and interest which are due and 
unpaid), and all unreimbursed expenses as 
defined in Paragraph (B) of this section, shall 
be shared ratably, on the date of settlement, 
by the Guarantor and the Financing Insti- 
tution in accordance with the guaranteed 
and unguaranteed percentages, respectively. 
All net recoveries after the date of settlement 
shall be shared on the same basis. The date 
of settlement shall be the thirtieth (30th) 
day after the date on which either party, 
after maturity of the loan, receives from the 
other party a written request for such settle- 
ment, or any other date agreed on by the 
parties. 

(B) Expenses shall mean all reasonable 
out-of-pocket expenses (including reasonable 
counsel fees incurred by the Financing Insti- 
tution or the Reserve Bank prior to but not 
after any purchase under this agreement) 
which relate to the enforcement of the loan 
or the preservation of the collateral and 
which are incurred during the period of any 
default in the payment of principal or 
interest. 


SECTION 3—-AGREEMENT TO PURCHASE 


The Guarantor will at any time and from 
time to time prior to the date of settlement 
purchase such portion of the obligation as 
may be derhanded in writing by the Financ- 
ing Institution, by paying to the Financing 
Institution, on the tenth (10th) day after 
the receipt by the Reserve Bank of such a 
demand, the unpaid principal amount of 
the portion of the obligation to be purchased, 
as of the date of the demand, plus all unpaid 
accrued interest on such amount, with ap- 


propriate adjustment for guarantee fees, 
computed as of the date of purchase; pro- 
vided that in no event shall the total amount 
of the portion of the obligation owned by 
the Guarantor exceed the guaranteed per- 
centage. 

SECTION 4—VOLUNTARY PURCHASE BY GUARANT°R 


The Guarantor may, at any time upon its 
demand, purchase the guaranteed percent- 
age of the obligation, less any amounts pre- 
viously purchased under this agreement and 
not repaid, and shall pay therefor on the ba- 
sis stated in section 8. In such event, at the 
option of the Financing Institution or the 
Guarantor, the Financing Institution shall 
forthwith transfer possession of the obliga- 
tion and collateral in the manner provided 
in section 5. 


SECTION 5—-ADMINISTRATION OF LOAN AND POS- 
SESSION OF OBLIGATION AND COLLATERAL 


(A) The Financing Institution shall ad- 
minister the loan until it transfers posses- 
sion of the obligation and collateral to the 
Reserve Bank as provided below, and there- 
after the Guarantor shall administer the 
loan. Whenever the Guarantor purchases 
any part of the obligation, the Financing 
Institution shall forthwith deliver to the 
Reserve Bank a certificate evidencing the 
Guarantor’s ownership interest in the obli- 
gation and collateral. In any such case, how- 
ever, upon written demand by the Reserve 
Bank, the Financing Institution shall forth- 
with transfer to the Reserve Bank, without 
recourse or warranty except as to the genu- 
ineness of the Borrower’s signature to any 
instrument, such possession of, title to, and 
rights to enforce the obligation and all col- 
lateral therefor as it may have. Thereupon 
the Reserve Bank shall issue to the Financ- 
ing Institution a certificate evidencing the 
Financing Institution’s ownership interest 
in the obligation and collateral. Either party 
administering the loan may (1) release and 
dispose of collateral and proceeds thereof, 
and permit substitution therefor, all in ac- 
cordance with the terms of the loan, and 
(2) after five days’ written notice to the 
other party, bring any action to enforce the 
loan. 


(B) Nothing in this agreement shall pre- - 


vent the Financing Institution from trans- 
fering the obligation as collateral for ad- 
vances by a Federal Reserve Bank. 


SECTION 6—RATABLE APPLICATION OF COLLECTIONS 


All amounts at any time paid or credited on 
the obligation, from whatever sources real- 
ized, shall be applied ratably for the benefit 
of the Financing Institution and the Guaran- 
tor according to their respective ownership 
interests in the obligation. Except as may be 
provided in the loan, the Financing Institu- 
tion shall not be required to credit on the 
obligation the proceeds of any banker’s lien 
or right of set-off with respect to funds of the 
Borrower (exclusive of proceeds of contracts 
on Exhibit C to Appendix I) or of other assets, 
to the extent that the Financing Institution 
has provided that such lien, right of set-off or 
other assets shall be security for other in- 
debtedness of the Borrower to it. 


SECTION 7——-FEES PAYABLE TO GUARANTOR 


The Financing Institution shall pay to the 
Reserve Bank at the end of each monthly or 
quarterly period, as fixed by the Reserve Bank, 
an amount equal to -... per cent of any 
interest payable by the Borrower on the 
average daily amounts of that part of the 
unpaid principal of the obligation which the 
Guarantor was obligated during such period 
to purchase upon demand of the Financing 
Institution. 


_ BECTION 8—EFFECT OF VIOLATION OF AGREEMENT 


(A) If the Financing Institution shall 
violate, or fail to comply with, any ef the 


terms of this agreement or any of-the terms 
or conditions of the loan or shall through 
gross negligence make a material misrepre- 
sentation of fact in the application therefor, 
or in anything constituting a part of the ap- 
plication, it shall become liable to the Guar. 
antor in an amount equal to the damages 
sustained by the latter by virtue of such 
violation, failure to comply, or misrepresenta- 
tion; but the Guarantor shall not be relieved 
by such violation, failure to comply, or mis- 
representation from any of its obligations to 
the Financing Institution under this agree- 
ment. 

(B) In the absence of gross negligence on 
the part of the Financing Institution, (1) no 
invalidity or ineffectiveness of any collateral 
or of any assignment thereof accepted by the 
Financing Institution, and (2) no action or 
omission to act on the part c* the Financing 
Institution in reliance on a statement or cer- 
tificate signed by an appropriate officer or 
member of the Borrower with respect to the 
financial condition, business or operations of 
the Borrower, shall constitute a violation of, 
or failure to comply with, any of the terms of 
this agreement or any of the terms or condi- 
tions of the loan on the part of the Financing 
Institution. No invalidity of any provision 
of the loan arising from statute or decision of 
any court shall in any way relieve the Guar- 
antor hereunder. 


SECTION 9—OFFICIALS NOT TO BENEFIT 


No member of or delegates to Congress or 
resident commissioner shall be admitted to 
any share or part of this contract or to any 
benefit that may arise therefrom, but this 
provision shall not be construed to extend to 
this contract if made with a corporation for 
its general benefit. 

In witness whereof, the parties have caused 
this agreement to be executed on their behalf 


by their duly authorized agents this ----. — 
day of , 194 
(Guarantor) 

By Federal Reserve Bank of ----------. ae 
as Fiscal Agent of the United States. 
(Title) 
(Financing Institution) 
~~" (Name) (Title) 

Attest: 
(Name) (Title) 
952.1] 


§ 849.952-2 Termination loan agree- 
ment, 


Form of September 1, 1944 
APPENDIX I—TERMINATION LOAN AGREEMENT 
Under Guarantee Agreement No. ---- 


(herein called “Financing Institution”) will 
grant creait to 


mum principal amount of $-------- at any 
one time outstanding, by lending to the 
Borrower at any time and from time to time 
on promissory notes in the form annexed 
hereto as Exhibit A and in accordance with 
the terms and conditions of this agreement. 

1, Definitions. All terms defined in the 
Contract Settlement Act of 1944 and in the 
Guarantee Agreement shall have the same 
meaning when used in this agreement. 
“Terminated war contract” shall mean & 
war contract, in its entirety, which has been 
terminated in whole or in part. “The Con- 
tracts” shall mean such terminated war col 


(B) “Borrower” shall 
(Name) 
herein called “Borrower”), up to a maxi- 
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tracts, if any, as may now be listed on Exhibit 
C annexed, and as the Borrower may from 
time to time add thereto by supplement ap- 
proved by the Financing Institution. 

2. Maturity. The loan shall mature thirty 
(30) days after final payment of the amounts 
due, upon final and conclusive settlement, 
on the war contracts of the Borrower or 
upon 194__._., whichever is 
earlier, and all notes issued hereunder shall 
thereupon become due and payable. If any 
note of shorter maturity is issued, the Bor- 
rower may from time to time until the ma- 
turity of the loan again borrow hereunder 
the unpaid amount of such note, subject to 
the provisions of Paragraph 6 hereof. The 
Borrower may at any time by written notice 
reduce the maximum principal amount of 
the loan in multiples of $__.-----. 

3. Interest. The Borrower shall pay in- 
terest as prescribed in Exhibit A. 

4. Commitment fee and expenses. The 
Borrower shall pay quarterly a commitment 
fee at the rate of -..--- % per annum on the 
average daily unused balance of the maxi- 
mum principal amount of the loan. The 
Borrower shall reimburse the Financing In- 
stitution for reasonable out-of-pocket ex- 
penses incurred in connection with the loan 
and the application therefor. 

6. Collateral. Prior to or contemporane- 
ously with any borrowing hereunder, the 
Borrower, except and to the extent that the 
Financing Institution otherwise agrees in 
writing, will assign to the Financing Insti- 
tution as security for the loan all moneys 
due and to become due on the Contracts. 
At any time upon request of the Financing 
Institution or the Guarantor, the Borrower 
will furnish additional security by assigning 
to the Financing Institution the moneys due 
and to become due on any or all of its termi- 
nated war contracts which by using its best 
efforts the Borrower can assign and which 
have not been previously assigned hereunder. 
All proceeds of assignments made hereunder 
and of any other collateral taken by the 
Financing Institution for the loan shall be 
applied to the indebtedness under the loan. 
Except to secure borrowings hereunder, ex- 
cept as provided in Exhibit D, and except to 
secure partial payments made to the Bor- 
Tower by any contracting agency, the Bor- 
Tower will not (a) assign, or suffer to remain 
assigned, moneys due or to become due on 
any of the Contracts, or (b) mortgage, pledge 
or otherwise encumber, or suffer to remain 
encumbered for more than ~----- days, any 
inventory allocable to the Contracts. 

6. Conditions of borrowing. The Financ- 
ing Institution shall not be required to make 
ahy advance hereunder (a) unless the Eor- 
tower furnishes to the Financing Institution 
& loan formula certificate in the form an- 
hexed hereto as Exhibit B, dated not more 
than __.__ days before the date of the pro- 
Posed borrowing, which shows a borrowing 
base, calculated in accordance with the per- 
centages therein specified, of not less than 
the amount that will be outstanding after the 
Proposed borrowing, or (b) if any event exists 
Which constitutes or which, except for notice 
Or lapse of time or both, would constitute a 
default specified in this agreement, or (c) to 
the extent that the Financing Institution has 
Teason to believe that. the borrowing base 
stated in the loan formula certificate is sub- 
stantially overstated in value and has so 
Rotified the Borrower in writing, provided 
that the Financing Institution may rely upon 

borrowing base shown in the loan for- 
mula certificate, 

1. Reports. The Borrower shall maintain 
Proper records and accounts, permit such in- 
eection thereof, and furnish such state- 
— and reports, including audit reports, 

the Financing Institution or the Guaran- 

may from time to time reasonably request. 
aud event, within three (3) months after 

Initial borrowing and not less than quar- 
Y thereafter the Borrower shall furnish to 


No. 22514 


the Financing Institution periodic reports in 
triplicate made up as follows: 

(a) A balance sheet, certified by an appro- 
priate officer or member of the Borrower, as 
of a date not more than -... days prior to 
the date of furnishing the report. 

(b) A loan formula certificate in the form 
of Exhibit B, dated not more than --__. days 
before the date of furnishing the report, un- 
less such a certificate has been furnished 
within thirty (30) days before such date. 

(c) A statement of the nature, amounts, 
and ‘dates of all payments on any assigned 
terminated war contracts and on the Con- 
tracts, whether or not assigned, in cash or by 
offset or otherwise (except any offset thereto- 
fore deducted in any loan formula certificate) 
between the date of the initial borrowing or 
the last date covered by the last report, 
whichever is later, and a date not more than 
fifteen (15) days prior to the date of such a 
statement. Payments shall be deemed to 
include the proceeds of collateral taken for 
the loan, or proceeds of, or specific credit with 
respect to, any sale, retention or other dis- 
position of inventory allocable to such con- 
tracts, approved or authorized by the proper 
authority, and the cost or proceeds, which- 
ever is greater, of any such inventory which 
the Borrower has definitively elected to retain 
without specific credit therefor. 

8. Reduction of notes. The Borrower shall 


pay down the unpaid principal amount of 


the notes by an amount equal to: (a) All 
payments, as described in Paragraph 7(c), 
within three (3) days from the date of any 
such payment or within such further time as 
the Financing Institution may prescribe; and 
(b) any excess of outstanding borrowings over 
the borrowing base shown in the most recent 
loan formula certificate, upon the date of 
furnishing such certificate, provided that, 
while the Financing Institution may rely 
upon the borrowing base shown in such cer- 
tificate, such borrowing base shall be de- 
creased to the extent that the Financing In- 
stitution or the Guarantor has reason to be- 
lieve that it is substantially overstated in 
value and has so notified the Borrower in 
writing, in which event the Borrower shall 
pay, in addition, an amount equal to any 
excess resulting from such decrease, within 
ten (10) days after the mailing of such 
notice. 

9. Maintenance of working capital. The 
Borrower shall maintain net current assets, 
as determined in accordance with generally 
accepted principles of accounting and in- 
cluding in current liabilities all borrowings 
outstanding hereunder, of not less than 


10. Insurance. The Borrower shall main- 
tain insurance on its property in such 
amounts and against such risks as is custo- 
marily maintained by similar businesses op- 
erating in the same vicinity. 

11, Other provisions. The parties hereto 
agree to any additional provisions appearing 
in Exhibit D annexed. 

12. Events of default. The occurrence of 
any one of the following events shall consti- 
tute a default hereunder: 

(a) Any statement, representation, war- 
ranty, certificate, schedule Or report fur- 
nished by the Borrower in connection with 


the loan shall prove to have been materially 


false at the date thereof. 

(b) Nonpayment of the principal of any 
of the notes oustanding hereunder when due; 
or nonpayment of interest or any commit- 
ment fee within ten (10) days after the due 
date thereof. 

(c) Breach by the Borrower of any other 
provision of this agreement. 

(ad) The Borrower shall be adjudicated a 
bankrupt or a trustee or a receiver shall 
be appointed for the Borrower or of a sub- 
stantial part of its property in any involun- 
tary proceeding, or any court shall have 
taken jurisdiction of the property of the 
Borrower or of a substantial part thereof 
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in any involuntary proceeding for the reor- 
ganization, dissolution, liquidation or wind- 
ing up of the Borrower, and such trustee or 
receiver shall not be discharged or such juris- 
diction relinquished or vacated or stayed on 
appeal or otherwise stayed within thirty (30) 
days, or the Borrower shall file a petition or 
answer, not denying jurisdiction, in voluntary 
bankruptcy or under Chapter X or Chapter 
XI of the Federal Bankruptcy Act or any 
similar law, State or Federal, whether now or 
hereafter existing, or such a petition filed 
against the Borrower shall be approved and 
not vacated or stayed within thirty (30) days, 
or shall make an assignment for the benefit of 
creditors, or.shall admit in writing its inabil- 
ity to pay its debts generally as they become 
due, or shall consent to the appointment of 
a receiver or trustee or liquidator of all of 
its property or a substantial part thereof, or 
shall have failed within thirty (30) days to 
bond or otherwise discharge any attachment 
or to pay any Judgment which is unstayed on 
appeal. 

If there shall occur any default as defined 
in item (a) above or if there shall occur and 
be continuing any default as defined in items 
(b) or (c) above, then upon the election of 
the Financing Institution or the Guarantor, 
evidenced by written notice to the Borrower, 
or if there shall occur any default as defined 
in item (d) above, then forthwith and with- 
out any election, the obligation, if any, of the 
Financing Institution to extend further 
credit shall terminate and all notes outstand- 
ing hereunder shall become due and pay- 
able without presentment, demand, protest 
or notice of any kind, all of which are hereby 
expressly waived. 

In witness whereof, the parties have caused 
this agreement to be executed on their be- 
half by their duly authorized agents, this 


~(Name) (Title) 
(Borrower) 
(Name) (Title) 
[JTR 952.2] 


§ 849.952-3 Exhibits to termination 
loan agreement. 


Form of September 1, 1944 


Exhibits to termination loan agreement 
(If additional provisions are to be included 
in the Loan Agreement in accordance with 
Paragraph 11 thereof, they should appear in 
an Exhibit D which should be attached 
hereto.) 
Exuisir A 


Form of Note 


, 194____, for 
promises to pay to the order of --_______-_-- 
(Financing 


Institution) (Address) 

principal sum of ant --- Dollars 
[RE ) in lawful money of the United 
States, and to pay interest thereon from the 
date hereof at the rate of -.._. per cent per 
annum, prior to maturity, payable on the 
qenniiene day of each __.____ and after maturity 
by acceleration or otherwise at the rate of___-_ 
per cent per annum. 

This note evidences a borrowing made 
under and is subject to the terms of a Loan 
Agreement dated -~...-....-.--.-.- , 194 
between the undersigned and the payee 
hereof 


(Name) (Title) 


— 


Loan formula certificate 


Pursuant to the Loan Agreement between 
the undersigned and dated 
, 194____, the undersigned hereby 
a certifies to the best of its knowledge and 

Pe belief as follows: 
we ate 1. (a) Principal amount of bor- 

rowings now outstanding. 
(b) Principal amount of pro- 

posed borrowing, less 

outstanding borrowings 


Total 
2. The following amounts have been Cal- 
, 194__.. (not 


more than 30 days prior to the date of this 
certificate) with respect to terminated war 
contracts listed on or added to Exhibit C, in 
accordance with accepted principles of ac- 
counting and without duplications: 


% of accounts receivable 
from Governmental con- 
tracting agencies aggregat- 


ing not less than $__---- 
): % of accounts receiv- 

able from others aggregat- 

ing not less than $---. ---. -------- 
% of reimbursable ex- 


penditures for inventory, 
including only direct labor, 


(0): % of reimbursable 
amounts for subcontract 
settlements paid or to be 
paid concurrently from any 
new borrowing for which 
this certificate is furnished 
aggregating not less than 


ss— 
(aa) Unliquidated advance pay- 

ments, progress and partial 

payments, and any other off- 

sets, and any amounts in- 

cluded in (a), (b), (c), or (d) 

above which have been dis- 

allowed by the contracting 

agency. 


Borrowing base_.--.-. 


3. No amount is included in (a), (b), (c), 
or (d) above with respect to any item on 
which a termination claim can be based 
which exceeds the amount of such item in 
the Borrower’s most recent termination 
claim, if any has been filed. There has been 
no change in the amount stated in Paragraph 
2 since the date therein specified which would 
materially decrease the borrowing base. 

4. No event exists which constitutes, or 
which except for notice or lapse of time or 
both would constitute, a default specified in 
the Loan Agreement. 


cost of raw materials, pur- (Borrower) 
chased parts and supplies, BY 
and manufacturing and ad- (Name) 
ministrative overhead age 
regating not less than 
EXHIBIT 0 
Terminated war contracts 


The Borrower certifies that, to the best of its knowledge and belief, the following are terminated war contracts as 
defined in the Loan Agreement between_-..........----- 


Contract or order | Date of contract} Name of other 
number or order contracting party 


Estimated amount 
Date of notice of of termination End ah of 


nation claim 


(Borrower) 
(Name) 
(Title) 


[JTR 952.3] 


§ 849.952-4 Explanatory notes regard- 
ing T-Loan guarantee and loan agree- 
ments. 


Form of September 1, 1944 


EXPLANATORY NOTES 
Approved by the Director of Contract Settle- 
ment with Respect to Standard Forms of 
T-Loan Guarantee Agreement and Term- 
ination loan agreement 


Guarantee Agreement 


Opening paragraph. (1) The guarantee 
agreement is issued pursuant to the authority 
contained in the Contract Settlement Act 
of 1944, the First War Powers Act, 1941, Ex- 


ecutive Order 9112, the Act of June 11, 1942 
(56 Stat. 351), and other pertinent provisions 
of law. No changes in the guarantee agree- 
ment will be permitted except in the most 
unusual cases and then only with the con- 
currence of the Board of Governors of the 
Federal Reserve System. 

(2) Pursuant to section 10 (a) (1) of the 
Contract Settlement Act of 1944, the Guaran- 
tor in its authorization or through its local 
representative will notify the Federal Reserve 
Bank in writing that the Borrower is or has 
been engaged in performing an operation 
deemed by the Guarantor to be connected 
with or related to war production. _ 

Section 1 (A). (8) If one Financing Insti- 
tution is authorized as agent for a number of 
participants, to execute a guarantee agree- 
ment in their behalf, the participants should 
be referred to as “each bank, trust company 
or other financing institution which is or 
shall be a party to the loan described in 
Appendix I annexed hereto” or by some other 
appropriate reference showing the: several 
nature of the agreement. 

Section 1 (C). (4) Since the guarantee 
agreement covers only the loan described in 


Appendix I, any material alteration in the 
terms of the loan should be made only with 
the written consent of the Guarantor in order 
that the loan, as altered, will be covered by 
the guarantee. 

Section 1 (E). (5) The requested per- 
centage of guarantee will not ordinarily be 
questioned by the Federal Reserve Bank or 
ne Sree if it does not exceed 90 per 
cent. 

Section 2 (B). (6) Counsel fees incurred 

by the Financing Institution after a purchase 
cannot be shared by the Guarantor because 
of the provisions of 5 U.S.C. 314. 
_ Section 3. (7) It is contemplated that a 
purchase made by the Guarantor under this 
section shall be for cash. However, if the 
Guarantor owns an interest in any obliga- 
tion which has been issued under a revolv- 
ing credit arrangement, and if, at or before 
the maturity of such obligation, the Reserve 
Bank receives written demand from the Fi- 
nancing Institution for the purchase of the 
same or a lesser amount of a new obligation 
to be issued in place of such maturing obli- 
gation, the payment for the portion of the 
new obligation purchased pursuant to such 
demand will be made by the Guarantor by 
surrendering, at or before maturity, its in- 
terest in the maturing obligation, in the 
amount of the demand by the Financing In- 
stitution and without regard to the ten-day 
period specified in this section. 

Section 5 (A). (8) Under the first sen- 
tence the Guarantor may, after a purchase 
and transfer, administer the loan either di- 
rectly or through the agency of the Reserve 
Bank. It is contemplated that such admin- 
istration will usually be conducted by the 
Reserve Bank. 

Section 6. (9) All amounts paid or cred- 
ited on the obligation after the date of the 
demand by the Financing Institution or the 
Guarantor, as the case may be, for a purchase 
under this agreement and prior to the date 
of such purchase will be applied, as pro- 
vided in this section, according to the re- 
spective interests of the Guarantor and the 
Financing Institution as such interests exist 
immediately after the purchase. 

(10) Subject to any special provision which 
may be contained in Exhibit D, the Financ- 
ing Institution may make other loans to the 
Borrower for the purpose of financing war 
production or reconversion to civilian busi- 
ness or for other purposes, provided the 
proceeds of the Contracts (as the term “the 
Contracts” is defined in Paragraph 1 of Ap- 
pendix I) or inventory allocable to the Con- 
tracts are not pledged as security for such 
loan. The Financing Institution as security 
for the side loan may take other collateral 
‘and provide that the side loan shall not be 
required to share with the guaranteed-loan 
any banker’s lien or right of setoff with re- 
spect to funds of the Borrower, exclusive of 
proceeds of the Contracts, on general deposit 
with the Financing Institution or specifically 
pledged as security for such side loan. 

Section 7. (11) A schedule of guarantee 
fees will be prescribed by the Board of Gov- 
ernors of the Federal Reserve System with 
the concurrence of the Director of Contract 
Settlement. 

Section 8. (12) The word “certificate” in 
Paragraph (B) (2) includes any certificate 
furnished by the Borrower in connection 
with the loan formula. 

General. (13) Whenever a number of days 
is specified in the Guarantee Agreement 0 
in the Loan Agreement the word “days” shall 
be deemed to mean calendar days. 


Loan Agreement 


Opening Paragraph. (14) If the Borrowes 
and the Financing Institution have #gr om 
-upon a non-firm commitment, the words 


on 
ears 
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tis sole discretion” may be inserted before 
the word “grant”. The second sentence of 
Paragraph 2 applies even in the case of a non- 
firm commitment and in such a case no fig- 
ure should be inserted in Paragraph 4. 

(15) In the case of a straight loan, the 
words “at any one time outstanding”, should 
be stricken out. 

(16) The note to be used should contain 
the provisions which appear in the form an- 
nexed as Exhibit A to the standard loan 
agreement, with the blanks appropriately 
filled in, and may contain such additional 
provisions, not inconsistent therewith or with 
the terms of the loan agreement, as the 
Financing Institution and the Borrower may 
agree. The note may, for example, contain 
provisions for sale of collateral in the event 
of default, allowance for attorneys’ fees, etc. 

Paragraph 1. (17) The following terms are 


defined in Section 3 of the Contract Settle-.| 


ment Act of 1944: 

“(a) The term ‘prime contract’ means any 
contract, agreement, or purchase order here- 
tofore or hereafter entered into by a con- 
tracting agency and connected with or re- 
lated to the prosecution of the war; and the 
term ‘prime contractor’ means any holder 
of one or more prime contracts. 

“(b) The term ‘subcontract’ means any 
contract, agreement, or purchase order here- 
tofore or hereafter entered into to perform 
all or any part of the work, or to make or 
furnish any material to the extent that such 
material is required for the performance of 
any one or more prime contracts or of any 
one or more other subcontracts; and the 
term ‘subcontractor’ means any holder of one 
or more subcontracts. 

“(c) The term ‘war contract’ means a 
prime contract or a subcontract; and the 
term ‘war contractor’ means any holder of 
one or more war contracts. 

“(d) The terms ‘termination’, ‘terminate’, 
and ‘terminated’ refer to the termination or 
cancellation, in whole or in part, of work 
under a prime contract for the convenience 
or at the option of the Government (except 
for default of the prime contractor) or of 
work under a subcontract for any reason 
except the default of the subcontractor. 


“(g) The term ‘contracting agency’ means 
any Government agency which has been or 
hereafter may be authorized to make con- 
tracts pursuant to section 201 of the First 
War Powers Act, 1941, and includes the Re- 
construction Finance Corporation and any 
corporation organized pursuant to the Re- 
construction Finance Corporation Act (47 
Stat. 5), as amended, the Smaller War Plants 
Corporation, and the War Production Board. 

“(h) The term ‘termination claim’ means 
any claim or demand by a war contractor 
for fair compensation for the termination 
of any war contract and any other claim 
under a terminated war contract, which regu- 
lations prescribed under this Act authorize 
to be asserted and settled in connection with 
any termination settlement. 

“(m) The term ‘final and conclusive,’ as 
applied to any settlement, finding, or de- 
cision, means that such settlement, finding, 
or decision shall not be reopened, annulled, 
modified, set aside, or disregarded by any 
Officer, employee, or agent of the United 
States or in any suit, action, or proceeding 
except as provided in this Act.” 


With respect to the definition contained 
paragraph (g) above, the Director of Con- 
Settlement will from time to time issue 
& list of “contracting agencies” indicating 
those which are currently guaranteeing loans 
Under this Act through the agency of the 
Federal Reserve Banks. 
(18) It will be noted that the definition of 
ted war contract” contained in Para- 
=~ 1 of the loan agreement is broad 
a to permit borrowings against receiv- 
les and inventory under that part of a 
Partially cancelled contract still remaining 


to be performed; that under Paragraph 5 
assignment of all moneys due and to be- 
come due under the entire contract may be 
requited; and that the provisions of Para- 
graphs 7 (c) and 8 apply to all payments 
under the contract. 

(19) Current Commitments on Uncancelled 
Contracts: 

If the Financing Institution and the Bor- 
rower desire to enter into a firm commitment 
for the financing of nonterminated contracts 
existing on the date of execution of the loan 
agreement when and if such contracts be- 
come terminated, a provision may be added 
to Exhibit D listing such nonterminated war 
contracts with an agreement by the Financ- 
ing Institution that such contracts may, upon 
termination, be added to Exhibit C without 
further approval. The addition of terminated 
war contracts to Exhibit C shall be made 
by serially numbered supplements filed in 
five copies with the Financing Institution. 
The supplements shall be in the same form 
as Exhibit C with the following added at the 


lower left hand corner thereof. 


€ Financing Institution) 
(Name) 


If the Financing Institution approves of a 
supplement, it shall sign all copies, retain 
one for its files, return one to the Borrower, 
and send the other three ccpies to the Re- 
serve Bank. 

(20) Since the termination loan agree- 
ment is designed to finance termination 
claims rather than production, the Financ- 
ing Institution may find it advisable to de- 
cline to permit inclusion in Exhibit C of 
contracts which have been terminated only 
to a minor extent when the effect of their 
inclusion would probably be to make the 
proposed borrowing in substantial part a 
loan for production purposes. The Financing 
Institution may refuse to permit addition to 
the list of terminated war contracts con- 
tained in Exhibit C of such contracts as are 
by their terms not assignable, or may require 
as a condition of the addition of such con- 
tracts to the list that the Borrower obtain 
an appropriate amendment permitting such 
assignment. It should be noted that prime 
contracts providing for payments aggregat- 
ing less than $1,000 are not assignable under 
the Assignment of Claims Act of 1940. 

Paragraph 2. (21) The notes may be made 
payable on demand, or may be 90-day notes, 
or may have such other maturity, not more 
than three years after the date of the agree- 
ment, as the Financing Institution and the 
Borrower may agree. 

(22) Irrespective’ of whether or not the 

Financing Institution is under an obligation 
under the terms of the agreement to extend 
further credit, the second sentence of Para- 
graph 2 is intended to give the Borrower the 
right to borrow again, from time to time, up 
to the amount of the notes which have been 
given in consideration of the loan until the 
final maturity date inserted in Paragraph 2 
or until the notes are finally paid pursuant to 
Paragraph 8 or otherwise, whichever first 
occurs, 
(23) The maximum interest 
rate, as prescribed by the Board of Gover- 
nors of the Federal Reserve System, with the 
concurrence of the Director, is 44% per cent 
per annum simple interest, and interest may 
not be charged at a greater rate either before 
or after maturity. 

Paragraph 4. (24) The maximum com- 
mitment fee, as prescribed by the Board of 
Governors of the Federal Reserve System with 
the concurrence of the Director, is 4 of 1 per 
cent per annum based on the average daily 
unused balance of the maximum principal 
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amount of the loan, or a flat fee of not to ex- 
ceed $50 without regard to the amount or 
maturity of the commitment. Accordingly, 
the commitment fee, if any is charged, may 
not exceed this maximum. If a flat fee is 
charged, the first sentence of the Paragraph 
should be changed to read: “The Borrower 


(25) No termination fee, service fee, or 
other fee of a similar character, except charges 
covering out-of-pocket expenses of a financ- 
ing institution, may be charged. 

(26) Out-of-pocket expenses do not include 
any overhead expenses. 

Paragraph 5. (27) The obligation imposed 
upon the Borrower to make assignments in- 
cludes the obligation to execute such docu- 
ments and take such action in connection 
therewith as the Financing Institution may 
reasonably require including, in the case of 
subcontracts, the giving of such notice to the 
purchasers as may be necessary to perfect the 
assignments. 

(28) The extent to which assignments 
should be required prior to or contemporane- 
ously with any borrowing under the first sen- 
tence of this Paragraph will depend upon the 
credit standing of the Borrower and upon the 
practical problems of assignment which may 
exist in a particular case. The Financing 
Institution may, by an eppropriate writing, 
agree to except specific contracts from the re- 
quirement of assignment, in which case no- 
tice of the contracts so excepted should be 
given to the Reserve Bank. The Financing 
Institution may also provide in Exhibit D for 
a general exception. For example, Exhibit D 
may provide that contracts on Exhibit C as 
to which the “Estimated Amount of Termina- 
tion Claim” is less than $_______-__- need not 
be assigned unless subsequently requested by 
the Financing Institution or the Guerantor. 
If such a provision is included in Exhibit D, 
the dollar amount of contracts so excluded 
may, if the Borrower’s credit is strong enough 
to warrant, be made sufficiently high so that 
Paragraph 5 will in effect merely constitute a 
covenant to assign upon request of the Fi- 
nancing Institution or the Guarantor. 

(29) In the case of a weak credit, the 
Financing Institution should include, in Ex- 
hibit D, a covenant reading substantially as 
follows: 

“At any time upon request of the Financing 
Institution or the Guarantor, the Borrower 
will pledge or nrortgage as further security 
for the loan all or any inventory applicable 
to the Contracts.” 


Any pledge pursuant to such a covenant 
should contain a provision for release of in- 
ventory so pledged to the extent of payment 
to the Financing Institution of the cost or 
proceeds thereof, as the case may be, in ac- 
cordance with the terms of Paragraph 8 of 
the loan agreement. 

(30) Under the last sentence of this Para- 
graph, the Financing Institution and the 
Borrower in suitable cases may agree to a 
provision in Exhibit D permitting the exist- 
ence of liens to secure advance payments. 

(31) The number of days during which an 
encumbrance may be permitted to remain on 
inventory of the Borrower without creating 
a default, which is to be inserted in the last 
sentence of this Paragraph, will depend pri- 
marily upon the credit standing of the Bor- 
rower. 

Paragraph 6. (32) The Financing Institu- 
tion shall promptly submit to the Reserve 
Bank two copies of the loan formula certifi- 
cate furnished by the Borrower at the time 
of the initial borrowing. In the event of a 
serious dispute between the Financing In- 
stitution and the Borrower as to whether the 
borrowing base is substantially overstated in 
value, for the purposes of this Paragraph or 
of Paragraph 8, the parties may, if they mu- 
tually desire, request the Guarnator to con- 
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sider the matter. If at the time of any bor- 
rowing, or at any other time, additional 
security not referred to in the application or 
loan agreement and not previously reported 
is furnished, a report thereof should be 
promptly made by the Financing Institution 
to the Reserve Bank. 

Paragraph 7, (83) The Financing Institu- 
tion may, for example, deem it desirable to 
require under the first sentence of this Para- 
graph the furnishing of profit and loss state- 
ments, an analysis of surplus, data as to 
claims under the Borrower’s terminated war 
contracts, and statements as to the insurance 
required to be maintained by the Borrower 
under Paragraph 10. 

(34) One copy of each of the statements 
to be furnished under subparagraphs (a), 
(b) and (c) may be retained by the Financing 
Institution, and two copies should be for- 
warded to the Reserve Bank, which will retain 
one copy and forward the other to the Guar- 
antor or such person as the Guarantor may 
designate. 

(35) Under the definition of payments, a 
number of different situations are contem- 
plated: 

(a) There may be a sale of inventory 
specifically approved or authorized by the 
proper authority. In such case, the payment 
will be the amount of the proceeds; the date 
of payment will be the date of receipt of the 
proceeds by the Borrower. 

(b) There may be a retention of inventory 
approved or authorized by the proper author- 
ity with a specific credit allowed on any claim 
filed. In such case, the payment will be the 
amount of the credit allowed; the date of 
payment will be the date of the allowance of 
the credit. 

(c) There may be a sale of inventory ap- 
proved or authorized by the proper author- 
ity under a blanket authority to dispose of 
inventory at not less than cost or at not 
less than a stated percentage of cost. In 
such case, the amount of the payment will 
be the amount of the proceeds; the date of 
payment will be the date the proceeds of 
the sale are received by the Borrower. 

(d) There may be a definitive election to 
retain inventory not approved or authorized 
by the proper authority with a specific credit 
against the Borrower's claim where claim has 
been filed or against his potential claim 
where none has been filed. Such a defini- 
tive election to retain occurs when the Bor- 
rower relinquishes the right to include the 
cost of such inventory in his claim and may 
be evidenced by written notice to the proper* 
authority, by sale of the inventory without 
specific credit, by incorporation of inven- 
tory in civilian products, or by other means. 
In such case, the amount of the payment 
will be the cost of the inventory or, if the 
act of election is a sale, the proceeds of the 
sale if that is greater than cost; the date of 
payment will be the date when the defini- 
tive act of election was made. 

In -the case of a prime contract the “proper 
authority” to approve or authorize disposi- 
tions or retentions of property is the con- 
tracting agency. In the case of subcon- 
tracts the “proper authorit;” may be the pur- 
chaser or the contracting agency or both de- 
pending on the circumstances and the appli- 
cable regulations. The word “cost” refers to 
the Borrower's costs or expenditures used in 
computing the borrowing base. 

Paragraph 8. (36) The Government does 
not undertake responsibility for assisting in 
the financing of civilian inventory under the 
provisions of the Contract Settlement Act of 
1944. Therefore, the Financing Institution, 
if it prescribes a period in excess of three 
days, should prescribe a reasonably short 
period within which the payments required 
by Paragraph 8 are to be made. The Fi- 


nancing Institution may prescribe different 
periods for payments arising out of the sev- 
eral classes of events upon the happening 
of which payments are required to be made, 
and may prescribe a period of grace for 
small payments. If the credit of the Bor- 
rower is not strong, prompt payment should 
be required, particularly in the event of in- 
ventory retention. 

(37) If either the Financing Institution or 
the Guarantor notifies the Borrower of an 
overstatement pursuant to clause (b) of 
Paragraph 8, it should forthwith notify the 
other party to the Guarantee Agreement. 

Paragraph 9. (38) If the Borrower has 
subsidiaries and if it is desired to use con- 
solidated net current assets as a basis, this 
should be specified in Exhibit D. In this 
event, consideration should be given to 
whether or not any restrictions imposed upon 
the parent should also be applied to the 
subsidiaries. 

Paragraph 11. (39) The standard form 
of loan agreement is designed for use in 
connection with a straight loan or a revolv- 
ing credit, a firm commitment or a loan un- 
der which the Financing Institution is not 
obligated to extend further credit, a single 
bank credit arrangement or a multi-bank 
credit arrangement, and for a strong credit 
or a weak credit. It is recognized that the 
Financing Institution and the Borrower may 
wish to add in Exhibit D further provisions 
appropriate for the particular financing ar- 
rangement between them. 

(40) Conditions other than those required 
under Appendix I will be prescribed by the 
Guarantor or the Federal Reserve Bank only 
in exceptional circumstances and when they 
are clearly necessary to protect the Govern- 
ment’s interest; but it is expected that the 
Financing Institution, in the case of a weak 
credit, will ordinarily insist upon the inclu- 
sion of the provision quoted in Explanatory 
Note (29). Additional conditions for inclu- 
sion in Exhibit D may be agreed upon by 
the Borrower and the Financing Institution 
and, if not unreasonable or inconsistent with 
the standard termination loan agreement, 
such conditions will not be objected to by 
the Guarantor or the Reserve Bank. 

(41) The Guarantor will have no objection 
to the insertion of a provision requiring the 
Borrower to apply first to the Financing In- 
stitution before obtaining any other loans. 
The Financing Institution may also insert 
an additional provision prohibiting other 
borrowings, without the consent of the Fi- 
nancing Institution, or placing a ceiling 
thereon. 

(42) In order that additional terms may be 
clearly distinguished from the provisions of 
the standard form, all such additional terms 
should be set forth in Exhibit D or in a rider 
attached thereto. 

(43) 1m any case where either the Financ- 
ing Institution or the Guarantor exercises 
its option under the Loan Agreement to ter- 
minate the credit and accelerate the notes, 
it should forthwith notify the other party 
to the Guarantee Agreement. 

Exhibit B—Paragraph 2. (44) In general, 
the percentages in the loan formula certifi- 
cate agreed upon by the Financing Institu- 
tion and the Borrower will not be questioned 
by the Federal Reserve Bank or the Guar- 
antor. 

(45) If a breakdown between manufactur- 
ing and administrative overhead is available, 
it should be furnished by the Borrower, and 
in this case the words “and administrative” 
may be omitted from item (c) and an addi- 
tional item relating solely to administrative 
overhead may be added. Similarly, where cir- 
cumstances warrant, there may also be added 
a separate item relating to other reimburs- 


able expenditures, provided that a breakdown 
of such item is furnished and approved. In 
any of the above cases, the additional items 
will be lettered (e), (f), etc. If a further 
breakdown of expenditures is desired, as be- 
tween fixed-price and cost-plus-&a-fixed-fee 
contracts or as between prime contracts and 
subcontracts or as between approved and un. 
approved subcontract settlements, this may 
be accomplished by similar procedure, 

(46) With reference to (aa), amounts “dis. 
allowed by the contracting agency” include 
any part of a termination claim disallowed 
pursuant to Section 13 of the Act regardless 
of whether the Borrower has taken an appeal, 
except to the extent that such appeal is 
sustained. 

Exhibit B—Paragraph 3. (47) It is ex- 
pected that in all cases the Borrower will 
exercise due diligence in filing termination 
claims as promptly as possible. Due to the 
widely varying factors involved, such as the 
number of Borrower's cancelled contracts and 
the relative simplicity or complexity of pre- 
paring his claims, it is not deemed feasible 
to prescribe any uniform time within which 
claims must be filed. However, where the 
Financing Institution and the Borrower can 
agree in advance upon a reasonable time 
for filing claims, they can of course provide 
for such a limitation in Exhibit D. 
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§ 849.952-5 Application by financing 
institution fo T-Loan guarantee. 
Form of September 1, 1944 


APPLICATION BY FINANCING INSTITUTION For T 
(TERMINATION) LOAN GUARANTEE 


To Federal Reserve Bank of Fiscal Agent 
of the United States 


(Date) 
” 1. Name and location of financing institu- 


Maximum principal amount of loan... 

“4. Specify or describe war contracts ex- 
cepted from initial assignment of collateral 
pursuant to Paragraph 5 of Loan Agreement: 
(See Explanatory Note No. 28) ....--------.- 
"6, Present indebtedness of borrower to f- 
nancing institution, if any, and statement as 
to whether it is proposed to refund such 
- 
“6. If @ substantial portion of the stock of 
borrower or of financing institution is con- 
trolled by the other, or a substantial portion 
of the stock of both is controlled by the same 
interests, or if there are any officers or direc- 
tors common to both, describe such relation- 
ship briefly_ 


7. Each copy of application should be ac- 
companied by: 

(a) copy of the proposed guarantee agree- 
ment and loan agreement, including exhibits, 

(b) copy of balance sheet and operating 
statement for latest period certified by bor- 
rower (audited statements to be furnished if 
available) , 

(c) copy of latest available balance sheet 
and operating statement since close of 
period. t 

8. (a) If borrower is a prime Governmen 
war contractor, give the following informa- 
tion with respect to each prime contract: 


4 
a 2. Name and location of prospective bor- 
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§ 849.953-4 Specimen application for cost-supported partial payment (Reverse). 
SEcTION V, CERTIFICATE OF APPLICANT 


The undersigned certifies that the amount of his own charges (exclusive of subcontractors’ charges) due as of the 
date of this application and allocable to the terminated portion of its contract No. V-001-SC-100 dated July 29, 1943 
with Army Signal Corps, is not less than $303,998; that, to the best of applicant’s knowledge, the amounts received 
are as set forth above; and that the applicant has not assigned any Moneys payable under this contract, except as set 
forth above. 


Name of contractor Young Manufacturing Company. Date November 20, 1944. 
Siecner Henry Myers. ‘Title President. 


SecTION VI. RECOMMENDATION OF First REVIEWING CONTRACTOR 


The undersigned states that it has examined this application and has considered the applicant’s general reputation. 
It has no reason to doubt the accuracy of the information contained in this application or that the amount certified 
by the applicant as due will constitute a proper charge to be included in the undersigned’s termination claim against 


wu-----------+--------+------- It recommends that the requested partial payment be made. 

The undersigned agrees that it will promptly pay over to the applicant or credit against amounts owing from the 
applicant any amount received for the benefit of the applicant under this application, and that it will repay to the 
Government on demand any amount not so paid or credited. 


Section VII. RECOMMENDATIONS OF OTHER REVIEWING CONTRACTORS 


Fach of the undersigned states that it has no reason to doubt that the amount of the partial pers requested» 
and recommended above is due the applicant and will constitute a proper charge in the termination claim of the 
undersigned. f 

Each of the undersigned agrees that it will promptly pay over to its immediate subcontractor or credit against 
amounts owing from such subcontractor any amount received for the benefit of the applicant under this application, 
and that it will repay to the Government on demand any amount not so paid or credited. 


Contractor Signature of officer, partner, or owner Date yoy 
| 
INSTRUCTIONS 


1. Use of form. This application form is for use by all war contractors, either prime contractors or subcontractors, 
under either fixed-price or cost-plus-a-fixed-fee — in obtaining partial payments on their termination claims, 
If applicant is a cost-plus-a-fixed-fee contractor, te form may be so modified as to conform to his accounting system 
but must furnish the required cost information. 

2. Immediate partial payments based on estimates. (a) Where acontractor hasnot had adequate time to prepare his 
settlement proposal, an “‘immediate partial payment’? may be requested based on the contractor’s estimate of his 
own charges. In applying for a payment of this type, the contractor should fill in the information required in column 
B of Section III. If his accounting system is not adaptable to the cost information required by Section III, he should 
append to the application a comparable schedule of his estimated costs on such basis as his accounting system permits. 
Supporting data, including financial statements, may be submitted but are not required unless specifically requested 
by the contracting agency. 

(b) he estimates need be no greater than the contractor believes adequate to support his request for partial pay- 
ment. Low estimates furnished for the per of an immediate partial payment will in no way prejudice the con 
tractor in the final settlement of his claim or in subsequent requests for additional partial payments. Successive 
applications for partial payments may be filed. = 

3. Cost-supported partial payments. Upon the submission of a settlement proposal, or at any time thereafter, a 
“cost-supported partial payment’’ may be requested based on the settlement proposal and accounting data support- 
ing it. In applying for a payment of this type, the contractor should fill in the information required by column A of 
Section IIl. In addition, he should attach a copy of the settlement ese. 

4. Certificate of applicant. The amount certified in Section V as the amount of the contractor’s charges should be 
the total that appears in Section III, line 9. If some of the charges are and others are estimated, appro- 
priate — nay be made in both columns A and B, and the amount certified should then be the sum of the two 
figures in line 

5. Property disposal credits. In stating costs or estimated costs, the applicant should not include charges with 
respect to property which he intends to retain at no cost to the Government. Any credits that have resulted from 
the sale or retention of property as to which costs or estimated costs have been included in any application for a partial 
jy ayment on this termination claim will be entered in Section III, line c. 

6. Obligations to subcontractors. Attention is called to the fact that the cost of delivered completed articles may not 
be included in the termination claim of the producer of those articles. War contractors are obligated to pay at the 
contract price for completed articles shipped to them by their subcontractors and suppliers prior to the termination 
of and in accordance with the provisions of the subcontracts or purchase orders calling for delivery of those articles. 
When necessary, prime contractors and subcontractors should apply for partial payments on their termination claims 
for the purpose of enabling them to meet such obligations promptly. ° 

7. Applications of subcontractors. Subcontractors applying for a partial payment will submit this application to 
the contractor immediately above them. Unless that contractor has been autaorized by the contracting agency to 
make a partial payment without obtaining specific approval in each case, he will attach his recommendation on the 
form provided in Section VI and forward the application through the contractors above him to the contracting agency. 
Contractors above the immediate-reviewing contractor will fill in the form of recommendation set forth in Section 
VII and forward the application. If any contractor disapproves of the amount of the requested partial payment, 
or believes that he cannot properly sign the form of recommendation, he should attach a statement setting forth the 
reasons for his refusal to sign the form and his recommendation. In the case of an application for a cost-supported 
partial ba yment, the settlement proposal need not be forwarded beyond the first reviewing contractor unless expressly 
requested. 

8. Signatures. A person other than an officer, partner, or owner may sign the aguteeyien or recommendation 
where properly authorized, but in such a case, a copy of his authority should be attached. 

9. The Contract Settlement Act of 1944 provides penalties for overstatements of amounts owing to the contractor 
in connection with interim financing and for excessive payments (Sections 8 (d) and 9(b)). Penalties for fraud are 
provided for in Section 19 of the Act. 


When the space provided for any information is insufficient, attach separate supporting schedules 
[JTR 953.4] 


§ 849.954 Formofsupplemental 
agreement for controlled partial pay- 
ments. 


This supplemental agreement, entered into 
pursuant to the Contract Settlement Act of 
1944 (hereinafter called “the Act”), this ____ 
ee , 194__, between the United 
States of: America (hereinafter called “the 
Government”) acting through 
Department and represented by_.--._______ 
executing this agreement, and____.-._______ 
(hereinafter called “the Contractor’). 

Witnesseth that: 

Whereas, the Government has terminated 
for its convenience an agreement with the 
Contractor designated as Contract No. _____ : 
, 194__, hereinafter 
referred to as “the Contract”; and 

Whereas, pursuant to the provisions of the 
Act, and the General Regulation No. 2 issued 
thereunder, the Contractor has filed an ap- 
plication dated (hereinafter 
referred to as “the Application”) for a partial 
payment on account of its claim arising from 
the termination of the Contract; and 

Whereas, the Contractor in the Application 
has represented to the Government, and does 
hereby represent, that according to his best 
estimate, at least the sum of $_-_-_---___. 
is due the Contractor by reason of the termi- 
nation of the Contract, and the Government 
desires to make a payment to the Contractor 
pending the final determination of the 
amount payable by reason of such termina- 
tion, [and] 

[Whereas, pursuant to the provisions of 
the Act and the regulations issued there- 
under, the following holders of subcontracts 
under the Contract have applied for partial 
payments on account of their respective 
claims arising from the termination of such 
subcontracts, such subcontractors (some- 
times hereinafter referred to as “the Appli- 
cant Subcontractors”) being listed below to- 
gether with a description of the subcon- 
tracts, and the amounts of the respective 
applications for partial payments: 


1 2 8 4 b 
Date of 
Name of 
iicant| contractor Date of | Amount 
subcon- | next contract | ®Pplica- | applied 
tractor higher tier number . tion ‘or 
(purchaser)| ony 
and] 


[Whereas, the Applicant Subcontractors in 
their applications have represented to the 
Government that according to their best 
estimates at least the respective amounts of 
partial payments applied for are due them 
by-reason of the termination of the Con- 
tract and the above-described subcontracts 
thereunder.] 

[Whereas, pursuant to the provisions of 
the Act and the regulations issued there- 
under, the Government proposes to make 
partial payments to the Applicant Subcon- 
tractors, in the manner hereinafter provided, 
pending final determination of the respec- 
tive amounts due them, by making a partial 


: 
fax 
| 
be 
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payment or partial payments to the Contrac- 
tor on account of the claims of the Appli- 
cant Subcontractors and requiring that the 
Contractor shall promptly pay over such 
amounts to the Applicant Subcontractors; 


and 

a therefore, the parties hereto do mu- 
tually agree as follows: 

ARTICLE 1. A true copy of the Application is 
attached hereto and made a part hereof; 
and the representations, agreements and 
covenants of the Contractor set forth therein 
shall be deemed to be inducements to, and 
consideration for, the agreement of the Gov- 
ernment as set forth herein. 

ArTIcLE 2. Upon the submission by the 
Contractor of a proper invoice or voucher 
therefor, the Government will pay to the 
Contractor, subject to the provisions of Ar- 
ticle 3, the sum of Upon appli- 
cations filed by the Contractor and the sub- 
mission of proper invoices or vouchers there- 
for, the Government may hereafter pay ad- 
ditional sums to the contractor as partial 
payments on the Contractor’s termination 
claim under the Contract, which additional 
payments shall, at the option of the Govern- 
ment, be subject to the terms of this agree- 
ment, and shall [, except as provided in Ar- 
ticle 5 hereof,] be applied against the amount 
finally determined to be payable by the Gov- 
ernment to the Contractor on such termi- 
nation claim. 

ArTro.e 3. All partial payments made here- 
under shall be made by check payable to the 
Contractor for deposit in a special bank ac- 
count or accounts (hereinafter referred to as 
“the Account”) at a Member Bank or Banks 
of the Federal Reserve System or “an insured 
Bank” within the meaning of the Act cre- 
ating the Federal Deposit Insurance Corpora- 
tion (Act of July 23, 1935; 49 Stat. 684) as 
amended (12 USC 264). No part of such 
payments shall be mingled with other funds 
of the Contractor prior to the withdrawal 
thereof from the account as hereinafter pro- 
vided. Prior ‘to the making of any partial 
payment in accordance with the terms of this 
agreement, the Contractor shall secure from 
the bank or banks in which the payment is 
to be deposited an agreement substantially 
as follows: 


“(Letterhead of Depository Bank)” 


“(Contracting Office, > 
Bureau or Service)” 

Department 
Washington, D. C. 


GENTLEMEN: 
“In consideration of the depositing in an 
account with the undersigned to be desig- 


on its termination claim under Government 
pur- 
Suant to the provisions of Supplemental 


Copy of which supplemental agreement is. 


hereby acknowledged, and of such further 
‘mounts as may from time to time be de- 
posited in said account, the undersigned 
8 Contracting Officer for the Government, 
or his dutly authorized representative, or 
to such other person as the Secretary of the 
*signate (any of the persons mentioned 
above being hereinafter included within the 
™ ‘Contracting Officer’) accegs to the 
books and records maintained by the under- 
Signed with respect to such account at all 
teasonable times and for all reasonable pur- 
Poses, including (but without limiting the 
senerality thereof) the inspection or copying 

Such books and records and any and all 


Mo. 


memoranda, checks, correspondence or docu- 
ments appertaining thereto, and agrees to 
preserve said books and records for a period 
of five (5) years after the closing of said 
account or five (5) years after termination 
of hostilities in the present war, whichever 
period is longer. The undersigned further 
agrees to be bound by the provisions of said 
supplemental agreement relating to the de- 
posit and withdrawal of funds in the Ac- 
count, but shall not be responsible for the 
application of funds withdrawn from said 
Account upon the signature and countersig- 
nature filed with the Bank unless notified 
prior to such withdrawal by the Contracting 
Officer to suspend withdrawals therefrom. 
The undersigned shall act upon any written 
instructions from the Contracting Officer, and 
shall be under no liability to any person for 
any action taken in accordance with such in- 
structions. 

“The undersigned further agrees that the 
Government shall have a lien upon the 
credit balance in the Account, which lien 
shall be superior to any lien or claim of the 
undersigned with respect to the Account. 
In the event of appointment of a receiver, 
liquidator, or custodian for the property, or 
any substantial portion thereof, of the Con- 
tractor or any depository bank, or in the 
event of institution with respect to the Con- 
tractor or such bank of any insolvency pro- 
ceedings or the service of any writ of at- 
tachment, levy of execution or the com- 
mencement of other legal proceedings 
against the Account, the undersigned will, 
if it has knowledge of such event, promptly 
notify the Chief of the_---. 
(Bureau or Service), of 
Department, thereof. 

= Bank 

By. ” 

ARTICLE 4. Each withdrawal from the Ac- 
count shall be made only by check of the 
Contractor countersigned 
as Contracting Officer 
for the Government or his duly authorized 
representative, or such other person as the 
Department may designate (any of the per- 
sons mentioned above being included within 
the term “Contracting Officer’). Such 
countersignature may be of blanket checks 
to cover a number of approved expenditures. 
The Contracting Officer will authorize with- 
drawals from the Account from time to time 
as particular items of cost or payments to 
subcontractors, which are included in the 
Contractor’s termination claim, are estab- 
lished, but, in the absence of express agree- 
ment in writing, authorization of a with- 
drawal for purposes of payment to a sub- 
contractor, [other than to an Applicant Sub- 
contractor,] shall not constitute authoriza-~ 
tion or approval of the payment to the sub- 
contractor for purposes of Section 9 (b) of 
the Act. The amount of any funds paid into 
the Account for the benefit of a subcon- 
tractor by the Contractor will be promptly 
paid to such subcontractor, unless, and to 
the extent that, the Contracting Officer 
should authorize the Contractor to withhold 
and credit all or a part of such amount, in 
which case the amount so withheld shall 
promptly be credited to such subcontractor. 

ARTICLE 6. (a) Each partial payment to the 
Contractor made as provided herein shall be 
considered as payment of an amount due on 
the Contractor’s termination claim under the 
terminated contract, and the interest pay- 
able by the Government under Section 6 (d) 
of the Act upon such amount shall cease to 
accrue upon the making of such payments. 
[, except that if the amount paid to the Con- 
tractor for the account of any Applicant Sub- 
contractor, and duly paid or credited to such 
subcontractor, should prove to be excessive, 
the amount due the Contractor shall not be 
reduced on account of such excess, and the 


13427, 


interest payable to the Contractor shall not 
cease to accrue upon such excess.] , 

(b) If such payments exceed the amount 
finally determined to be due on the termina- 
tion claim, the Contractor agrees to repay the 
excess [after deducting any excess payments 
to Applicant Subcontractors arising out of 
payments to the Contractor for their ac- 
count] to the Government on demand, to- 
gether with a penalty computed at the rate of 
6% per annum from the date such excess 
arises to the date such excess is repaid or is 
otherwise extinguished. In the event that 
an excess payment results: 

(1) from a credit arising in favor of the 
Government by reason of the disposal or re- 
tention of property by the Contractor or any 
subcontractor [, except an Applicant Subcon- 
tractor], such excess shall be deemed to have 
arisen at the time of such disposal or re- 
tention; 

(2) from payment by the Government di- 
rectly to a subcontractor of the termination 
claim of such subcontractor, such excess 
shall be deemed to hage arisen 30 days after 
notification to the Contractor of his liability 
with respect to the claim of such subcon- 
tractor; 

(3) from the withdrawal of a claim or a 
part thereof, such excess shall be deemed to 
have arisen when the payment, or the portion 
thereof attributable to the part of the claim 
which was withdrawn, was made, but if, in 
the opinion of the Contracting Officer, the 
filing of the claim or the inclusion of the 
withdrawn portion was reasonable, he may 
designate the date of withdrawal as the date 
on which such excess arose. 

ArTicLE 6. The Government shall have a 
first lien upon the balance at any time in 
the Account, superior to any lien or right 
of the bank or any other person, to secure any 
repayment due to the Government or the 
proper application of any amount thereof 
for the benefit of a subcontractor or subcon- 
tractors of the Contractor, as the case may be. 
In the event of appointment of a receiver, 
liquidator, or custodian for the property or 
any substantial portion thereof, of the Con- 
tractor or any depository bank, or in the 
event of the institution with respect to the 
Contractor-or such bank of any insolvency 
proceedings, or the service of any writ of 
attachment, levy of execution, or the com- 
mencement of other legal proceedings against 
the Account, the Contractor shall promptly 
notify. the Chief of the 

(Bureau or Service) 
of such event. 

ARTICLE 7. The Contractor hereby author- 
izes and instructs the depository bank or 
banks, upon the written request of the Con- 
tracting Officer, to transfer to the Govern- 
ment the credit balance in the Account, with- 
out liability to any person for such transfer. 

ArTIcLtE 8. Upon final settlement of the 


*termination claim of the Contractor, any 


funds remaining in the Account which the 
Contractor is not obligated, under this Agree- 
ment or the final settlement agreement, to 
repay to the Government or to pay to a sub- 
contractor, shall be free and clear of any 
claim of the Government whatsoever and 
may be withdrawn by the. Contractor without 
countersignature or other restriction. Upon 
final settlement, the Government shall give 
prompt notice to the bank to such effect. 

In witness whereof, the parties hereto have 
executed this agreement as of the day and 
year first above written. 

The United States of America, acting 


(Title) 
(Title) 
(JTR 954] 


Controlled Termination Account’, herein- : 
after referred to as ‘the Account’, the amount 
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13431 
§ 849.962-4 Termination Inventory Schedule Form 2a (Metals). 
orm Approved, ‘ Form 28 
t Bureau No. 17-R004, Office of Contract Settlement 
TERMINATION INVENTORY ScHEDULE—METALS (In Mill Product Form) 
(Use Form 2b for castings and forgings) 
This schedule applies to (check one): Property classification (see instructions): Red Brass. 
@ A prime contract with the govt., or © Subcontract(s) or purchase order(s) with Young Manufacturing Company. 
sereeensenenee’™ (Name of contractor who sent Notice of Termination) ~ 1234 South East Street. 
(Address) Dayton 12, Ohio. 
- (Product covered by terminated contract or order) 
Govt. Prime Contract No. W-001-se-100. Contractor’s Ref. No. YB4l1. 
Dimensions Cost 
Specifications and 
Form, shape, rolling treat-| Heat treatment, | alloy or other 
cable, type ge , ete, on 8 = on- 
specification | TBickness/ Width | tractor’s 
é Ft. | In. & Unit ao offer 
Z = of § or 
Leave) & D. for tity |meas- Leave 
blank! $ | (Example: HR Wall for | tube diam- = ure | Unit) Total | 2 | suthor- | Plank 
strip, CR flat sheets, (Example: (Example: tubing, | eter of rod, 38 
box tubing and 00-T-951- class for size for pipe, 8 a (A)* 
straight lengths, etc.; | pickled, 4 hard,| B16-42, Alloy 7 pipe, type | mfrs. die } 
slit edge, rounded edge, | polished, ete.) Grade or copper | No. for 
water tube} extruded 
shapes 
(1) (2a) (2b) (2c) (2d) (2e) (2f) (3) (4) (4a) | (5) (6) 7) (8) 
‘ 
1] HR coiled strip, slit edge.| plain 42 Ib. coils | N1 1, 462.| Lb_./0, 195 285 285 A 
D . L. Br, 
2 flat sheet, sawed | Hard, ed 0.700" 5 6} Nl 5,€00 | Lb..| .415 | 2,324 1, 860 C 
one side. 
8 | Hard drawn round wire | HD.............] ASTM. B-134 2,000} Lb..| . 230 460 
in coils. 42T alloy 3. (20 Ib.) coils 
4} Seamless tube (coils) ..... 4471 15b, is N3 ‘ Ft._| . 895 150 C 
r. 1. . 
5 | 8. P. pipe..............| Sem -annealed..| Fed. WW-P351,| Extra 12 Ni 7,200 | Ft..| .451 | 3,247 j...... 500 Ibs. 
Gr. A, extra heavy 
Total—Pages 2 6... 21, 802 |....-.| 17, 075 
*Use col. 8 for contractor’s offér and for of an authorized sale. Indicate concerning Govt. owned y. 
former by “C” and latter by “A” after dollar amount. Show quantity (on a second Ed. Note in respect to all inven schedules—Instead of the form of summary 
line) if less than col. 4. shown here, where necessary there will be a separate summary sheet listing the page 
totals of columns 6 and 8 tieing in with the amounts shown on Form 1. 


Notre.—See Instructions, par. 25, concerning certificate. See Instructions, par. 26, 


(JTR 962.4) 


- 
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§ 849.962-5 Termination Inventory Schedule Form 2b (Raw materials). 
Budget No. 17-R005, TERMINATION INVENTORY SCHEDULE Orrce oF 
& Raw materials O Purchased parts O Finished components O Finished product O Miscellaneous 


(Other than metals) 6 


This schedule applies to (check one): > 
& A prime contract with the govt., or ( Subcontract(s) or purchase order(s) with Property classification (see instructions); Plastics (Primary Forms), 


(Name of contractor who sent notice of termination.) 

(Address). 

* (Product covered by terminated contract or order.) 

Govt. Prime Contract No. W-001-sce-100.. Contractor’s Ref. No. YB411, Location of material: Same. 


DESCRIPTION cost 


If propert ty has commercial value, furnish full commercial description. (See instruc- (For finished 
tions.) “ Otherwise, furnish description sufficient to enable contracting officer to (U Unit of| product, show 
determine appro — disposition thereof. Where practicable, show manufac- | code. mea | contract price 
turer's and sure | instead of cost) 
Where cols. 2a and 2b are not applicable, How pack 
write across dotted lines. Govt. part or drawing (bulk! ae 

No. and Rea. No, crates, ete.) Unit | Total 


authorized 
sale (A)* 


(2) (2a) (2b) 


Polystyrene #872D, 44” diameter, 2’ 6” lengths; 
Exphenolite Co., Boston, 

sheets #872E, 34¢6’’x 12’’x Expheno- 
ite Co 

sheets—Exphenolite #872D, 342’’x 4’’x 4’’; Exphenolite 


Tube—Exphenolite #93X, 144” O. D., 146” wallx18”; 
Exphenolite Co, 
Polystyrene Strip—Exphenolite #82R, x 14’’; Exphenolite Co... 


Total—page 7 
Total—pages 8 and 9__... 


Total item No. 2 of Form 1.. 


Carried forward to Schedule G@—Form 1 


> My col. ; for contractor’s offer and for proceeds of an authorized sale. Indicate former by ‘‘C”’ and latter by ‘“‘A” after dollar amount. Show quantity (on a second line 
ess than col. 4. 
NoteE.—See instructions, par. 25, concerning certificate. See instructions, par. 26, concerning Govt. owned property. 


(JTR 962.5] 
§ 849.962-6 Termination Inventory Schedule Form 2b (Purchased parts). 


Form Approved ‘TERMINATION INVENTORY SCHEDULE Form 2b 
Budget BureayNo. 17-R005. Office of Contract Settlement 


(C0 RAW MATERIALS & PURCHASED PARTS (0 FINISHED COMPONENTS CO FINISHED PRODUCT 0 MISCELLANEOUS 
(Other Than Metals) ; 


This schedule applies to (check one): Property classification (See instructions): 


A prime contract with the govt., or Subcontract (s) or purchase order(s) with_.... 
Capacitors 


. (Name of contractor who sent Notice of Termination) Company: Young Manufacturing Company, 


Street address: 1234 South East Street, 


(Product covered by terminated contract or order) City: Dayton 12, Ohio. 
Govt. Prime Contract No. W-001-se-100 Contracter’s Ref. No. YB411 Location of material: Same. 


DESCRIPTION COST 

(For finished 

If property has commercial! value, furnish full commercial description. (See instruc- product, show Contrac- 
tions.) Otherwise, furnish description sufficient to enable contracting officer to Unit of | Contract price S=Ser tor’s offer 
determine appro’ disposition thereof. Where practicable, show manufac- instead of cost) | | (C) or pro- 
turer’s name, address, and catalog No. mend smn oA ceeds of 
Where cols, 2a and 2b are not applicable, sure mended | authorized 
write across dotted lines, How packed sale (A)* 


Govt. part or drawing 
No. and Rev. No. Unit | Total 


(2) | o | @ 


Capacitor; fixed; 6 mmfd; +5% mica; 500 VDC W; molded case; 
lg x ie” wide x 1364” thick, two 1540” ig #20 axial tinned brass leads. . 
S&C Electric Co. Chicago, type #C-141. 
Capacitor; fixed; 8 mmfd +10% Mica; 1000 VDCW; molded case; on 
4564’’lg x 2%4"’ wide x thick. two 214” lg. 031” dia. Wire leads. 
S&C Electric Co. type C280. 
Capacitor; Variable; Air, 6.5 to 140’ mmfd; (antennatuning) J. S. Doe 
Co., Dayton, Ohio dwg-18A3504, 
Capacitor; fixed Pap single section 50,000 mmfd; Box 100....- 
= ihe” lg wire leads; J. 8. Doe Co. dwg #C 1 

fixes paper; 10, 000 mmfd We Hermetically | Box Doz..-- 

ed; mineral oil impregnated metal case, 11346” lg x 1546” wide 
x x 1349" thick’ two '(¢6”’ long solder lug terminals spaced 2” apart. 
Co. pe #C8ll, 

‘otal—P 


Total item No. 3 of Form 1.......... 
Carried forward to Schedule G-Form 1... 


— wt 8 for contractor’s offer and for proceedsofan authorized sale. Indicate former by “‘C” and latter by “A” after dollar amount. Show quantity (onasecond line) if less 
an co 
Note.—See Instructions, par. 25, concerning certificate. See instructions, par. 26, concerning Govt. owned property, 


re 
Item | (C) or pro- 
I N recom | “ceeds of | Leave 
blank mended blank 
(1) @) 4) | | (6) (7) (8) 
4 75| Ft....| 2.33 
17, 350 
Item 
axe Leave | No. | Leave 
i blank | blank 
P . 135 C 
: 2 180 A 
3 
2 4 | 40 C 100 pes 
955 
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§849.962-7 Termination Inventory Schedule 2b (Finished components). 


Form Ae roved Form 2b 
Budget Bureau No. 17-005. Office of Contract Settlement 
TERMINATION INVENTORY SCHEDULB 
O Raw materials O Purchased parts ® Finished components O Finished product O Miscellaneous 
(Other then metals) 
his schedule applies to (chock one): Pro; Classificationf No Commercial Value. 
re contract with the govt., or O Subcontract(s) or purchase order(s) with tions) { 
(Maine Of eon tractor who sent Notice of Termination) Young Manufacturing Company, 
- 1234 South East Street, 
Dayton 12, Ohio. 
on Product covered by terminated contractor or ord +3 
Govt. Prime Contract No. W-001-se-100. Contractor’s Ref. No. YB411 Location of material. Same. 
DESCRIPTION cost 
Condi- Contrac- 
If has commercial value, furnish full commercial description (see Instruc- (For finished - 
fon. Otherwise, furnish description sufficient to enable contracting officer to | !on (Use Quan- | Unitot| product, show | S=Scrap| 5 offer 
Leave | Item determine oo <~ ——— thereof. See tity meas- | contract price | recom- Proceeds of Leave 
blank | No. Where practicable, show ae How packed | Instrue- ure | instead of cost) | mended authorised blank 
across dotted lines. ; crates, etc.) Unit | Total : 
(2) (28) (2b) (3) © | @ | © | © ®) 
1 | D-2496 Bracket, brass A 49863-1 900 | Pes... 
2 | D-2849 Collar, steel... - = A 632B-2 x 520 | Pes...| 1.10 
8 | D-8392 Frame, aluminum........... B 6292-4. : 250 | Pes...| 1.47 
4 | D-09247 Connector, A 49621-B 2,200 | Pcs... 
5 | D-756 Insulator, mica. A 4982-3. 911 | Pes_.. . 38 
6 | D-748 Front panel, plastic................. A 829-2. 75 | Pes...[ 2.20 
7 | D-9361 Unit support-mixed metal__........ A 429-X x 820 | Pes_..| 8.65 
8 | Assorted clamps........-. 80 53 
Total page 15 3, 652 
Total pages 16 through 20 15, 747 1, 027 
Total item No. 4 of Form 1 “ 5 19, 399 — 
Carried forward to schedule G-Form 1. 1,027 


Ed. Note: This schedule illustrates the type of ay description which may be for items in the ““No Value” claasification. Contrast the 
—— =e — required for items which do have “Commercial Value,” preceding schedule. See pars. 15 and 18 of the Instructions, and pars. 3 
and 9 of Appen ere’ 


*Use col. 8 for contractor’s offer and for proceeds of an authorized sale. | Nore. Instructions, par. 25, concerning certificate. 
ay bef yas, | on by “A” after dollar amount, Show quantity (on a Instructions, oer. 26, concerning Govt.-owned property. 
SS co. 


\JTR 962.7) 


§ 849.962-8 Termination Inventory Schedule Form 2c (Work-in-process). 
TERMINATION INVENTORY SCHEDULE~—WORK IN PROCESS 


Form Approv Form 2c 
Budget Bureau a 17-R006. Office of Contract Settlement 
This schedule applies to 
®@ A prime contract wit or © Subcontract(s) or purchase order(s) with ¥ eninianainte 
(Name of Contractor who sent Notice of Termination) ° 
Weiethuasewanddemneaeaens 1234 South East Street. 
for Dayton 12, Ohio, 
&e roduct covered by terminated contract or order) 
Govt. Prime Contract No. W-001-se-100 Contractor’s Ref. No. YB411 Location of material Same 
cost Gen 
_| (information in 
Leave | Item Eotimated | Quan- | Unit of resonably | Scrap | or Pro- 
Blank | No peat be has commercial value, furnish full commercial description. Otherwise | Weight tity easure available) recom- |jceeds of} Leave 
sufficient to enable ting officer to determine appropriate mended/au blank 
sale 
Unit | Total (A)* 
(1) (2) (2a) (&) (4a) (5) (6) (7) (8) 
1 | D49865-2 Rod 1942” yellow brass threaded Grilled; random lengths 21” to 86” 347 Ibs_>-. 619 | Pes_...- 0,18 44 0... 
2 | 147923 Capacitor bracket, 2” x 214” OR steel, 90% 410 Ibs___. 607 | Pes-_...- 98 497 8 
3 | F 19624-3 Door assembly mixed steel, copper and plastic, 60% complete............. 210 41 | Pes. ...- 11. 90 488 
4 | D4633 Steel yokes—80% 618 Ibs....| 6,000 | Pes_.... 180 
5 | D9275 Armature assembly—66% complete. 330 Ibs_..- 180 | Pes....- St 738 C. 
6 | F 1896-3 Star wheel assembly, ined and brass, 75% complete. 600 Ibs... 30 | Pes. ...- 125,40 | 3,762 
787 
Total Leno through 38 172, G01 9, 358 
Total item no. 6 of Form 1. ft ee ae 
Carried forward to Schedule G—Form 1 10, 145 
forte ha col. 8 for contractor’s offer and for proceeds of an authorized sale. Indica’ Note.—See Instructions, par. 25, concerning certificate. See Instructions, par. 26, 
line) if | latter by “A” after dollar amount. Show (on & seco eoncerning Govt. owned property. 


962.8] 
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§ 849.962-9 Termination Inventory Schedule Form 2d (Dies, Jigs, Fixtures, etc.).° 


Form Approved. 
Budget Bureau No, 17-R007, 


This schedule applies to (check one): 


® A prime contract with the govt., or O Subcontract(s) or purchase order(s) with 


(Name of contractor who sent Notice of Termination) 


(Address) 


TERMINATION INVENTORY SCHEDULE 
(Dies, jigs, fixtures, etc., and special tools) 


tructions) 


1234 South East Street, 
Dayton 12, Ohio. 


(Product covered by terminated contract or order) 


Govt. Prime Contract No. W-001-sc-100 


Contractor’s Ref. No. YB411 


FEDERAL REGISTER, Friday, November 10, 1944 


Form 2d Orrick or CONTRACT SETTLEMENT 


Property Classification }No Commercial Value (2) 


Young Manufacturing Company, 


Location of material—same. 


DESCRIPTION Cost applicable to 
Cost this contract 
If property has commercial value, furnish full commercial descrip- Code : S=Scrap (C), or | Lea 
Teave | Item tion. Otherwise furnish description sufficient to enable contract- See tity recom | proceeds of blank 
blank | No. ing officer to determine appropriate disposition thereof. Instruc- To | To portion) mended authorized 
Where practicable, show manufacturer’s name, address, and tions) Unit | Total | entire | not to be sale (A)* 
catalog No. contract) completed 
(1) (2) (3) | © | | (6b) fy) (8) 
1 | #3 Compound die for armature stop dwg 7654._.................---- 03 2 415 830 830 332 8 2S ee 
2 | #75 Piercing die for yoke, dwg 8765_...............................-- 03 2 210 420 420 168 8 3A 
3 | #2 Perforate, Bl. & form die for Bkt. dwg 944.......-..-....----.---- 03 2 550 | 1,100 600 240 Ae. a 
Deill ig tor bracket, Gwe 04 1 130 130 130 52 
6 | Reforming fixture for bracket #062.................-...-..-.----.---- R4 2 55 110 110 44 8 2A 
Less residual value of tools sold as scrap 1, 020 
Amount applicable to terminated portion of contract—item 
Ree col. 1 for contractor's offer and for proceeds of an authorized sale. Indicate former by “‘C” and latter by “A’’ after dollar amount. Show quantity (on a second line) if 
ss than col. 4. 


Ed. Note 1: It is to be noted that the amount shown in column 8 of this schedule is not treated as a disposal credit e»ut is prorated to the completed and uncompleted portions 


of the contract. 


For this reason, neither the total in column 8 nor the amount applicable to the terminated portion of the contract is carried forward to Schedule G of Form | or 


lb. The total amount of the residual value in this case resulted from the sale or retention of items 100% applicable to this contract. 
Ed. Note 2: This schedule illustrates the limited description which may be appropriate for items in the ‘‘No Commercial Value’”’ classification. See Pars. 15 and 18 of the 


Instructions and 3 and 11 of Appendix A. 


Note,—See Instructions, par. 25, concerning certificate. See Instructions, par. 26, con 


[JTR 962.9] 


§ 849.962-10 Schedule of accounting 
information (Form 3). 


Form approved. Budget Bureau No. 17- 
R008. Form 8 Office of Contract Settlement. 


SCHEDULE OF ACCOUNTING INFORMATION 


This proposal applies to (check one): 

A prime contract with the Government, 
or 

Subcontract or purchase order No.(s)-. 


Young Manufacturing Company 

1234 South East Street 

Dayton 12, Ohio 

Government Agency Army-Signal Corps. 
Govt. Prime Contract No. W-001-sc-100. 
Contractor’s Reference No. YB411. : 
Effective date of termination October 4, 1944, 

1. Furnish name, title, address, and tele- 
phone number of an individual in your or- 
ganization from whom additional informa- 
tion may be requested on questions relating 
to (1) accounting matters; (2) property dis- 
posal: 

(1) Mr. Howard J. Gillan, Controller, above 
address, Fulton 6000, Ext. 384. 

(2) Mr. G. K. Nelson, Vice President, above 
address, Fultcn 6000, Ext. 760, 

2. Are the accounts of the contractor sub- 
ject to regular periodic examination by inde- 
pendent public accountants? Yes No 
Dawson & Dawson, Dayton, Ohio. 

3. Furnish the name and address of any 
accountants who have reviewed or assisted in 


the preparation of the attached proposal. 
None. 

4. Furnish the name and address of any 
governmental agency which has reviewed your 
accounts in connection with a prior settle- 
ment proposal. Army Signal Corps—Dayton 
Procurement District, 225 S. Main Street, 
Dayton, Ohio. 

5. Hawe there been any significant devia- 
tions from your regular accounting proce- 
dures and policies in arriving at the costs 
set forth in the attached proposal? Yes [J 
No &. If YES, explain briefly. 

6. Were the detailed cost records used in 
preparing this proposal controlled by and in 
agreement with your general books of ac- 
count? Yes No 2. 

7. Were inventory quantities based on a 
physical count as of the date of termination? 
Yes If NO, explain exceptions. 

8. If this settlement proposal is based on 
standard costs and such costs are in excess 
of actual, has proper adjustment thereof for 
any significant variations been made? Yes] 
No (). If NO, explain. 

9. Does this proposal include charges for 
major inventory items and claims of sub- 
contractors common to this terminated con- 
tract and other work of the contractor? 
Yes 0 No. If YES, furnish information 
as to the method used in allocating amounts 
to the terminated portion of this contract. 

10. Explain briefly your method of pricing 
inventories, indicating whether material han- 
dling cost has been included in charges for 
materials. Cost less cash discount, first-in- 
first-out, no handling charges. 

11. Are any parts, materials, or finished 
product, known to be defective, included in 


cerning Govt. owned property. 


the inventories? Yes No &. If YES, ex- 
plain, 

12. Have any charges been included in this 
proposal in respect of severance, dismissal, or 
separation pay? Yes(]) NoW. If YES, fur- 
nish brief explanation and estimates of 
amounts included. 

13. Does this proposal include any element 
of profit to the contractor or a related organ- 
ization, other than profit set forth separately 
in the proposal or included in the contract 
price at which acceptable finished product, 
if any, is inluded in the proposal? Yes 0 
No &.. If YES, explain briefly. 

14. Describe briefly the nature of indirect 
expense items included in inventory costs 
(see Schedule A, Form 1); and explain your 
method of ‘allocation used in preparing this 
proposal, including if —— the rates 
used and the period of time upon which they 
are based. See attached schedule. 

15. Do the costs set forth in the attached 
proposal include provisions for any reserves 
other than normal depreciation reserves? 
Yes O No If YES, list such reserves. 


CERTIFICATE 


I hereby certify that, to the best of my 
knowledge and belief, the above statements 
are true and correct. 

YounG MANUFACTURING COMPANY, 
Controller. 


NovEMBER 20, 1944. 


Use reverse side or attach schedule for re- 
quired information 


([JTR 962.10] 
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§ 849.962-11 Schedule attached to 
Form 3. 


YounGc MANUFACTURING COMPANY 
Settlement Proposal—Contract W-001-sc-100 
Form 3—Question 14—TIndirect Factory 
Expense 


Indirect factory expenses applicable to de- 
partment C in which contract was per- 


formed for six months ended September 30, © 


1944 are as follows: Operations under con- 
tract were begun August 3, 1943. Inventory 
included in this proposal was produced 
within the last five months. 


Factory supervision and adminis- 


Indirect 861, 310 
Social security 125, 829 
Maintenance and repairs ™ 247, 783 
Smal) 132, 700 
Light, heat, power............. 57, 461 
Frieght and 24, 057 
- $2, 298, 269 
Direct labor in department C for 
six months ended Sept. 30, 
- $2, 308, 658 
Percent of indirect factory ex- 
pense to direct labor___.-__-- 99.55% 
Direct labor included in work in 
$67, 805 
Indirect factory expenses appli- 
cable to work in process. 99.55% 
of $67,805__._- $67, 500 
Direct labor included in finished 
$8, 024 
Indirect factory expenses appli- 
cable to finished components. 
99.55% of $7, 988 
[JTR 962.11] 


§ 849.963 Specimen proposal on Form 
1b (Total cost basis). A specimen pro- 
posal on Form 1b (Total cost basis) is set 
1g in the following sections. [JTR 

] 


No. 225-16 


§ 849.963-1 Form 1b (Front). 


Form Approved. ® 
Budget Bureau No. 17-R003. 


Read Instructions for Use 
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Form Ib 


Office of Contract Settlement 


of Standard Contract Settlement Proposal Forme} 
SETTLEMENT Proposal (ToTaL Cost Basis) 


For Use by Prime Contractor or Subcontractor Under Terminated Fixed-Price War Supply Contract 


This proposal applies to (check one): 


f& A prime contract with the Government, or 
Subcontract or purchase order No.(s) 


O su 
with 


T. L. MANUFACTURING COMPANY 
123 White Street 
Toledo 7, Ohio 


(Name of contractor who sent Notice of Termi- 


nation) 


(Address) 


Ifmoneys payable under the contract have been assigned, 


give name and address of assignee: None. 


Govt. Agency, Army Air Forces. 


Govt. Prime Contract No. W-889-ac-112, 


Is Form 3 (Schedule of 
es No 
If not, explain: Filed in connection with previous termi- 


attached? 


nations. No change. 


Contractor’s Reference No. UM 40. 
Effective date of termination October 4, 1944. 


deemed to be & interim,or © final. 


This is proposal No. 2 under this termination and is 


(Check one.) 


STATUS OF CONTRACT OR ORDER AT EFFECTIVE DATE OF TERMINATION 


Finished 
Unfinished or not com- 
menced 
n han 
ucts covered by ter- y contract 
minated contract or pur- cippetend Payment to | Payment not Subsequently or order 
chase order invoiced | be srecvived to Not to be 
throug throug completed 
(See note be- 
invoicing invoicing low) 
(a) (b) (e) (d) (e) 
X 131instruments..| 37, 500 1, 732, 500 1, 800, 000 


Norte.—Column (d) above should only be used in the event of a partial termination, in which case the total cost re- 
ported below should be accumulated to date of completion of the continued portion of the contract and the deduc- 
tion for finished product (Item 10 below) should be the contract price of finished product in columns (a), (b), and 


(d) above. 
PROPOSED SETTLEMENT 
Use Columns 2 and 3 only where 
previous proposal has been 
filed (See Instructions) 
No. Item Total proposed | 1 cave blank 
Total previous-| (yecrease by) | 
ly proposed | ‘this proposal 
(1) (2) (3) (4) (5) 
3. Indirect factory expense (from 49, 948 
4. Dies, jigs, fixtures and special tools (Form 32, 545 
6. General and administrative expenses (from 
8. Profit (explain in Schedule 33, 162 
10. Deduct—Finished product invoiced or to be 
12, Settlement expenses (from Schedule E), To 
be claimed on a subsequent proposal, 
14. Settlements with subcontractors (from Sch. F) 78, 576 3, 425 pg Price 
15. Allowance for interest. To be determined at 
time of final settlement, 
16. Total (Items 13 to 15, inclusive) ........ 78, 576 383, 615 [4 ae 
17. Disposal credits (from Schedule 45, 138 
18. Partial, advance, or progress payments (from 78, 576 78, 576 
Sch. H). 
19. Total Credits (Items 17 and 123, 714 
20. Net Settlement (Item 16 less Item 19)_.. 78, 576 259, 901 


Note.—Inventory schedules (Forms 2a, 2h, 2c, and 2d) applicable to inventories allocable to this contract and on 
hand at date of termination must be filed. See Instructions. 
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§ 849.963-4 Attached Schedule C to 
Form 1b. 


T. L. Manufacturing Company 


Settlement Proposal—Contract W-889— 
ac-112 


Schedule C Form 1b—General and 
Administrative Expenses 


General and administrative expenses for pe- 
riod from Jan. 1, 1944 to Sept. 30, 1944 
inclusive are as follows: Operations under 
contract were begun Jan. 16, 1944. 


Social security taxes_ 4, 741 
Other 8, 500 
Traveling - 14,895 
Telephone and 5, 983 
Legal and other professional_..o0 15,492 
Dues and 4, 634 
Depreciation—office __........-.-- - 13,449 
Stationery and postage_...--.-... - 16,466 
Miscellaneous ooo 5, 637 

- 248,147 


Basis of allocation—total manu- 

facturing costs incurred Jan 1, 

1944 to Sept. 30, 1944...._._. $4, 322, 700 
Per cent of general and admin- 

istrative expense to total manu- 


facturing costs 5.74% 
Total items 1 through 5 of set- 

tlement proposal_......-...- - $398, 585 
% of $398,584 $15, 943 
(JTR 963.4] 


§ 849.963-5 Other supporting sched- 
ules. Proposals on Form 1b must be ac- 
companied by inventory schedules on 
Forms 2a to 2d and schedule of 
accounting information on Form 3. 
These are illustrated in § § 849.962-4 and 
849.962-9 and are omitted here to con- 
serve space. [JTR 963.5] 


§ 849.964 Instructions for use of 
standard and proposal forms. 


Office of Contract Settlement, October 1, 1944 


INSTRUCTIONS FOR USE OF STANDARD CONTRACT 
SETTLEMENT PROPOSAL FORMS 


GENERAL 


1. Standard forms provided. The Standard 
Forms are prescribed by the Director of 
Contract Settlement under the Contract Set- 
tlement Act of 1944. They are required to be 
used by all prime contractors and subcon- 
tractors in submitting proposals for settle- 
ment of claims under terminated fixed-price 
war supply contracts. This includes fixed- 
price supply subcontracts underlying cost- 
plus-fixed-fee prime contracts or subcon- 
tracts. The forms should be used by prime 
contractors for filing with the Government, 
and by subcontractors for filing with the 
company from which the notice of termina- 
tion was received. They have been made 
uniform for all Departments and agencies 
of the United States Government in order 
to expedite preparation and review of settle- 
ment proposals. Previously authorized forms 
of the War Department or Navy Department 
may continue to be used until the Standard 
Forms are generally availabie. 

2. Departures from standard forms. Al- 
though minor deviations from the require- 
ments of the forms are permissible, prior ap- 
proval of the contracting officer or the cus- 
tomer (contractor in next higher tier) should 
be obtained for any substantial departures 
from the requirements. However, a contrac- 
tor receiving such approval may not require 
his subcontractors to submit their proposals 
on other than the prescribed standard forms, 
Submission of additional information which 
the contractor considers relevant is encour- 
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aged and may expedite review and approval 
of the proposal. As used in these instruc- 
tions, the term “contracting officer’ includes 
the contracting officer’s representatives. 

3. Where to obtain forms. The forms may 
be obtained from any Government contract- 
ing agency and the larger war contractors. 

4. Reproduction of forms. Reproduction 
of the forms in any size is authorized, with- 
out approval of any Government agency, 
provided no change is made in the general 
arrangement. Reproduction of the inven- 
tory schedules on larger forms is encouraged 


where desired. 


SHORT FORM SETTLEMENT PROPOSAL 
(Form 1a) 


5. This form may be used only where 

(a) the contractor proposes to dispose of 
or retain all the inventory allocable to the 
terminated portion of the contract, and 

(b) the net amount of the proposed settle- 
ment, after deducting his offer for the entire 
inventory (including proceeds of sales of any 
inventory disposed of) is less than $1,000 

6. Neither the inventory schedules (Forms 
2a, 2b, 2c, and 2d) nor the Schedule of Ac- 
counting Information (Form 3) are to be 
submitted with this form. The back of the 
form contains instructions for its use. Also 
see Miscellaneous Instructions on page 3 
hereof 

OTHER FORMS 


7. The other forms are as follows. 

(a) Settlement Proposal. Form 1. Gen- 
eral form, which may be used for any pro- 
posal, other than one on the total cost basis, 
regardless of amount. 

Form 1b. Total cost basis form, for use 
only where it is necessary to present the pro- 
posal on the total cost basis. This form is 
not generally distributed but will be provided 
by any Government contracting office on 
request. 

(b) Termination Inventory Schedules. 
Form 2a. Metals (in mill product form). 

Form 2b. Raw Materials (other than met- 
als), Purchased Parts, Finished Components, 
Finished Product, and Miscellaneous, 

Form 2c. Work in Process. 

Form 2d. Dies, Jigs, Fixtures, etc. and Spe- 
cial Tools. 

(c) Schedule of Accounting Information. 
Form 3. This form is provided to facilitate 
accounting reviews of settlement proposals, 
and, wherever possible, to enable the review 
to be made without fleld examination. 


SETTLEMENT PROPOSAL 


8. Basis of presenting proposal. Form 1 
may be used for any settlement proposal, 
other than one on the total cost basis, regard- 
less of amount. It is designed for presenting 
proposals on the inventory basis, which 
should be used wherever practicable. Under 
this basis the settlement proposal will con- 
sist essentially of an inventory of individual 
items or groups of similar items stated at 
cost. In those cases where the inventory 
method is not practicable, contractors may 
present their proposals on the total cost 
basis. Under this method, the accumulated 
costs applicable to all work done on the con- 
tract are summarized; profit, if any, is added, 
and any amounts previously invoiced or to be 
invoiced for finished product are then de- 
ducted. Form 1b, designed for presenting 
proposals on the total cost basis, may be 
obtained from any Government contracting 
agency on request. When using this form, a 
contractor must, however, for purposes of 
property accountability and disposition, sub- 
mit Termination Inventory Schedules listing 
all the inventory items for which amounts 
are included in the total costs presented in 
the Settlement Proposal, The Contract Set- 
tlement Act of 1944 authorizes the use of 
any other equitable basis deemed appropriate 
by the contracting agency for determining 
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fair compensation for the termination of war 
contracts. When using any such other 
method, the contractor should consult his 
customer or the contracting officer concern- 
ing the manner and form of presenting it. 

9. Separate proposals for separate contracts. 
A separate proposal should ordinarily be sub- 
mitted for each terminated war contract or 
purchase order unless some other procedure 
is approved by the contracting officer or cus- 
tomer. Claims based on a series of orders 
from the same purchaser for items applicable 
to the same contract may, however, be com- 
bined in a single proposal. 

10. Interim Proposals——Normally, a pro- 
posal when submitted should cover all ele- 
ments of the claim, including the contrac- 
tor’s own charges and settlements with sub- 
contractors. However, proposals may he 
filed in successive steps covering separate 
portions of a claim arising from the termi- 
nation. Except with the approval of the 
customer or contracting officer, this system 
of progressive reporting should not be used 
to present claims covering portions of the 
contractor’s own costs as they may be de- 
termined. Rather, it is intended to enable 
the contractor to file proposals covering 
either all his own costs, or his settlements 
with subcontractors, or his settlement ex- 
penses. In submitting an interim proposal, 
the contractor shoujd complete only those 
portions of the form applicable to his pro- 
posal; for example, in submitting a pro- 
posal to cover settlements or proposed settle- 
ments .with subcontractor, he should fill 
out, in addition to the boxes at the top of 
the form, only Schedule F and Item 14, and 
execute the certificate at the bottom of the 
form. Interim proposals may also be filed 
in connection with requests for partial pay- 
ments. In submitting an initial proposal, 
amounts should be inserted only in column 
4, and the required supporting schedules be 
completed. In filing subsequent proposals, 
the schedules should be completed in sup- 
port of the items in column 3, or if this is 
not feasible, a revised schedule should be 
prepared in support of the accumulated 
totals in column 4. 

11. Individual items of Form 1—Settle- 
ment Expenses—Item 12. These are some- 
times referred to as post-termination ex- 

They include reasonable account- 
ing, legal, clerical, and other costs and ex- 
penses incident to termination and settle- 
ment of the contract or order, and reason- 
able costs and expenses of preserving and 
protecting termination inventory. 

Settlements with subcontractors—Item 14. 
The war contractor submitting a settlement 
proposal need attach settlement proposals of 
his subcontractors only in cases where such 
settlement proposals are required by Gov- 
ernment regulations to be reviewed or ex- 
amined by the contracting officer or a Gov- 
ernment review board, or where the contract- 
ing officer or customer so directs. 

Acceptable finished product—Item 15. 
Normally prime contractors will be author- 
ized to obtain payment for acceptable fin- 
ished product on hand at date of termina- 
tion by invoicing at the contract price, and 
such product will not be reported on the 
inventory forms or be included in the pro- 
posed settlement. Subcontractors should 
similarly seek to obtain payment for accept- 
able finished product on hand at’the date of 
termination through regular billing proce- 
dure. Where, however, such payment is not 
obtained (solely because of the termina- 
tion), the items should be listed on the ap- 
propriate inventory schedule (Form 2b), the 
contract price should be entered instead of 
cost in the cost column, and the items in- 
cluded at contract price in the settlement 
proposal. If the contract price is a delivered 
price, freight and other charges which would 
have been payable by the.contractor had 
delivery been completed should be deducted. 
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Allowance for interest—Item 16. The Con- 
tract Settlement Act of 1944 provides for 
allowing interest on the amount due and 
unpaid from time to time on the termination 
claim at the rate of 24% percent per annum 
for the period beginning 80 days after the 
date fixed for termination and ending with 
the date of final payment, with certain ex- 
ceptions stated in section 6 (f) of the Act. 
For guidance in computing the interest to be 
allowed, reference is made to regulations of 
the various contracting agencies. 

Disposal credits—Item 18. ‘This item rep- 
resents amounts by which the contractor's 
proposal should be reduced on account of 
(1) the contractor’s offers to retain or sell 
inventory items, and (2) the proceeds of au- 
thorized sales (including credits for author- 
ized retentions). The amount entered on 
Schedule G in the first proposal filed should 
agree with the total of the contractor’s offers 


and the proceeds of authorized sales shown in’ 


column 8 on all the inventory schedules. If 
a subsequent settlement proposal is filed, 
increases or decreases in the amount of the 
disposal credits need not be supported by re- 
vised inventory schedules, but adjustments 
should be explained in Schedule G. If prac- 
ticable, the part of the disposal credit ap- 
plicable to acceptable finished product in- 
cluded in the proposal should be shown 
separately in Schedule G._ 

12. Supporting inventory schedules. Items 
1 through 7, and Item 15, must be supported 
by the inventory schedules described below. 

TERMINATION INVENTORY SCHEDULES 
(Forms 2a, 2b, 2c, and 2d) 

18. When used. These schedules, which 
are filed either with or in advance of the 
Settlement Proposal (other than the Short 
Form) serve two principal purposes: (1) 
To support the amount of inventory costs 
included in the Settlement Proposal; and (2) 
to aid in arranging for the removal, storage, 
sale, or other disposition of the termination 
inventory. 

14. Partial inventories. Where inventory 
schedules covering a substantial portion of 
the inventory can be prepared in advance 
of other portions, partial filings are en- 
couraged in the interest of expediting prop- 
erty removal and disposal. 

15. Description—Column 2. On Form 2a 
(Metals) full commercial description is re- 
quired for all items. On all other inventory 
schedules full commercial description is re- 
quired only for items believed to have com- 
mercial value. For other items, the contrac- 
tor need furnish only such description as is 
sufficient to enable the contracting officer or 
customer, as the case may be, to determine 
the appropriate disposition. This may in- 
volve ascertaining whether the items can be 
used elsewhere in the procurement program, 
or passing upon scrap recommendations or 
offers to purchase. The more limited de- 
scription required for these purposes will 
ordinarily suffice in the case of must special 
parts, most special tools, dies, jigs and fix- 
tures, and most work in process. Where the 
contractor is in doubt as to the extent of 
the description required, he should consult 
with the contracting officer or the customer 
who may accept such description as he thinks 
satisfactory under all the circumstances. 
The “Handbook of Standards for Describing 
Surplus Property” compiled for the disposal 
agencies of the Government, will be made 
available by contracting agencies to war con- 
tractors. It will be helpful as a guide to the 
type of information needed for a full com- 
mercial description. 

16. Sundry listing of small amounts. Items 
having a cost of less than $100 need not be 
listed separately but may be lumped together 
under a “sundry” caption with only a general 
description of the type of items, provided the 
aggregate amount included does not exceed 
$5,000, or 20 percent of the total inventory 
cost, whichever is less. For this purpose, the 


term “item” means all the substantially simi- 
lar articles in the termination inventory at 
any one location. Contractors are urged to 


- retain or dispose of all such items at the best 


price obtainable. In the case of items re- 
tained by the contractor this means a price 
which in his judgment is fair and reasonable 
and not less than the price he would obtain 
if the item were offered for sale. His inser- 
tion in column 8 of the Inventory Schedules, 


or in Schedule G of the Settlement Proposal, — 


of amounts in respect of such items will con- 
stitute his representation that such amounts 
are in his judgment the best prices obtain- 
able, as that phrase is used above. No ap- 
proval of such prices by the customer or the 
contracting officer will be required. 

17. Common items. Items which are rea- 
sonably usable on other work of the con- 
tractor because they are materials, parts, or 
components, common in nature to both the 
terminated contract and other work of the 
contractor, should not be listed, nor should 
any costs with respect thereto be included in 
the proposal, to the extent that the items 
are reasonably applicable to the contractor’s 


other work in accordance with regulations of 


the contracting agency. 

18. Classification of items. To aid in sell- 
ing or storing property which is to be removed 
from the contractor’s plant by the Govern- 
ment, a classified arrangement of the items 
on the inventory schedules is essential. Ex- 
cept in the case of work in process and of 
items having no commercial value, like items 
are required to be listed with like items and, 
with certain exceptions, a separate sheet must 
be used for each classification of property at 
any one location. Instructions for arranging 
the items on the Inventory Schedules are 
given in Appendix A hereto and must be 
closely followed. 

19. Submission of termination inventory 
schedules and obligation of Government to 
remove property. These schedules will serve 
as the contractor’s statement showing the 
material claimed to be termination inventory 
which, if not otherwise disposed of or covered 
by agreement, he desires to have removed by 
the Government. The obligation of the Gov- 
ernment under the Contract Settlement Act 
of 1944 to remove or arrange for storage of 
any such items will not arise until 60 days, 
or such other time as may be agreed on, after 
the Termination Inventory Schedules on 
which they are listed are received in satis- 
factory form by the appropriate Government 
officer in such manner as may be prescribed. 
In the case of a prime contract, the appro- 
priate Government officer is the contracting 
officer, or his representative,1 adminis 
the contract, or such other representative as 
the contracting agency may designate. In 
the case of a subcontract, it is the contract- 
ing officer, or his representative,’ administer- 
ing the prime contract under which the sub- 
contract is terminated, or such other repre- 
sentative as the contracting agency may 
designate. Both the description and classifi- 
cation required by these instructions are 
necessary for satisfactory form. Schedules 
will not be deemed unsatisfactory in form 
with respect to items under $100 cost merely 
because they are lumped under a “sundry” 
caption in accordance with paragraph 16 
above, provided the contractor files a supple- 
mentary Termination Inventory Schedule or 
Schedules with respect thereto which are in 
satisfactory form and meet the following 
conditions: (1) that they be received by the 
appropriate Government officer at least 20 
days (or such other time as the contracting 
agency may prescribe) before the obligation 


1In the case of the Navy Department, Navy 
Material Inspectors and other designated 
representatives for property disposition pur- 
poses with regard to the particular prime 
contract or subcontract will act as the repre- 
sentative of the contracting officer for this 
purpose. 


of the Government would arise to remove or 
arrange for storage of the items in the “sun- 
dry” caption, (2) that there be listed any 
such items which have not by that time been 
disposed of and are to be tendered to the 
Governnment, and (3) that such items be 
described and classified in accordance with 
paragraphs 15 and 18 above. 

20. Option to submit unclassified sched- 
ules. Subject to the conditions stated below, 
contractors who desire to do so may prepare 
and submit the Termination Inventory 
Schedules without classification of the items. 
This may make possible an earlier submission 
of the Settlement Proposal and may enable 
the contractor to avoid classification of items 
which will in fact be scrapped, retained, or 
otherwise disposed of without transfer to the 
Government. Schedules so submitted to the 
contracting officer or his representative will 
not, however, be deemed to be satisfactory in 
form, as that term is used in paragraph 19 
above, and the 60-day period there referred to 
will not commence to run with respect to 
any of the items included on them until sup- 
plementary schedules containing the re- 
quired classified listing of such items are 
received by the appropriate Government 
officer. 

21. Condition—Column 3. For purposes 
of indicating condition of material, other 
than work in process, the following code 
should be used. It requires the combina- 
tion of a letter and a number in each in- 
stance (as E4 or N2) 

N—New. 

E—Used—reconditioned. 

O—Used—usable without repairs. 

R—Used—repairs required. 

1—Excellent. 

2—Good. 

3—Fair. 

4—Poor. 

Use the letter “X,” without a number, for 
material considered to have no further value 
for use as originally intended, but of possible 
salvage value other than as scrap. 

22. Costs—Columns § and 6. Any gen- 
erally recognized basis for costing inventory 
may be used, providing the system has been 
regularly in use by the contractor and rea- 
sonably reflects his costs. In some cases, 
particularly where a settlement proposal is 
filed on the total cost basis, complete costing 
of inventory schedules may not be possible; 
in such cases, however, the contractor should 
give as much cost information as practi- 
cable, particularly with respect to items of 
inventory other than work in _ process. 
Where the contractor’s system of accounting 
makes it impracticable to determine unit 
costs for each item of inventory, it is per- 
missible to enter total costs for all of the 
items or for groups of similar items. Esti- 
mated costs should be given where actual 
costs are not available. 

23. Scrap recommendation—Column 7. A 
contractor should make scrap recommenda- 
tions by inserting an “S” in column 7. 

24. Contractor’s offer, or proceeds of au- 
thorized sale. The letter “C” inserted after 
the dollar amount in column 8 will indicate 
the contractor’s offer to retain or sell, and the 
letter “A” so inserted will indicate a sale 
(or credit for retention) previously author- 
ized or approved by or on behalf of the con- 
tracting officer or customer. In either case 
quantity should also be shown (on a second 
line) if less than the full quantity shown 
in column 4. 

25. Inventory certificate required. The 
Inventory Schedules, whether or not filed 
with the Settlement Proposal, must \pe &c- 
companied by a certificate in the form set 
forth in Appendix B hereto. When the pro- 
cedure authorized in paragraph 20 ‘is fol- 
lowed, the second paragraph of the form of 
certificate should be omitted. 

26. Government-owned property. When- 
ever Government-owned property is listed on 


‘ 
oft 
oy 
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the Termination Inventory Schedules, sep- 
arate sheets should be used, marked to show 
that the items are Government-owned, and 
the schedules should be filed with the author- 


ized Government representative as that term . 


is used in paragraph 19 above. 

(a) Termination inventory to which the 
Government has title under fixed-price con- 
tracts should be listed on the Termination 
Inventory Schedules as follows: 

(1) Government-owned materials fur- 
nished under the terminated contract with- 
out cost to the contractor (sometimes called 
“Government-furnished materials” or “Gov- 
ernment-furnished equipment’) should, for 
purposes of property accountability and dis- 
position and not as a part of the settlement 
proposal, be listed unless the contracting 
officer directs otherwise. 

(2) Where under a fixed-price supply con- 
tract, title to materials purchased by the con- 
tractor is vested in the Government, such 
materials should be listed, and cost data 
supplied to the extent required under para- 
graph 22 above. 

(b) Government-owned facilities should 
not be listed on the Termination Inventory 
Schedules unless the contracting agency or 
the contracting officer so directs. 

(c) Although these Instructions relate to 
fixed-price supply contracts, termination in- 
ventory under cost-plus-fixed-fee contracts 
may also be listed on the Termination In- 
ventory Schedules if the contractor desires 
and shall be so listed if required by the con- 
tracting agency. 


SCHEDULE OF ACCOUNTING INFORMATION 
(Form 3) 


27. Form 3 is intended to facilitate ac- 
counting reviews and particularly to obviate 
the necessity of many field examinations 
which might otherwise be required. It should 
be filed only once in connection with each 
termination. It is not required if (1) the 
proposal is submitted on the Short Form 
(Form la), or (2) filing of Form 3 has been 
waived by the contracting officer or customer, 
or (3) the contractor has already filed a Form 
3 with the contracting office or customer in 
connection with a previous termination. In 
the latter case a statement showing any 
changes in accounting information from that 
set forth in the previously filed Form 3 will 
be sufficient. 


MISCELLANEOUS INSTRUCTIONS 


28. Cents may be omitted. In any of the 
forms, cents may be omitted, either by drop- 
ping them entirely or by stating the amount 
at the nearest dollar, except in the case of the 
unit cost column (col, 5) of the Inventory 
Schedules. 

29. Separate schedules. If the space pro- 
vided for any information called for by any 
of the forms is insufficient, attach separate 
Supporting schedules. 

30. Number of copies. The number of 
copies required of any of the forms will be 
indicated by the Government contracting 
agency or the contractor from whom notice of 
termination is received. 

31. Retention of records. Attention is 
called to Section 19 of the Contract Settle- 
ment Act of 1944, which with certain excep- 
tions requires contractors to retain their 
tecords and working papers for five years 
after (1) disposition of termination inven- 
tory, or (2) final settlement of the war con- 
tract, or (3) termination of hostilities in the 
present war, whichever is latest. Attention is 
also called to the provisions of Section 19 
of the Act imposing penalties for filing 
fraudulent claims. 

32. Deliveries to Government may be re- 
quired. Contractors will be advised, usually 
in the Notice of Termination, of any portions 


of the termination inventory which the Gov- 
ernment requires to be deivered to it. 

33. Approval of proposals filed on Form la 
(short form). Where a war contractor in 
good faith approves any settlement proposal 
properly submitted to him on Form la by his 
immediate subcontractor, the settlement, in- 
cluding credits for retention or disposal of 
inventory, will be recognized by the Govern- 
ment as final and conclusive for the purpose 
of settling the terminated prime contract to 
the extent the subcontract is allocable to it, 
unless the contracting agency has previously 
caused notice to be given to the settling war 
contractor that such settlements made by 
him are subject to approval by the Govern- 
ment. 

34. References. For guidance in preparing 
Settlement Proposals reference is made to the 
termination article of the contract, the Con- 
tract Settlement Act of 1944, and the regula- 
tions and instructions of various Government 
contracting agencies, and of the Director of 
Contract Settlement. 

35. Changes in instructions. These in- 
structions are subject to change by notice 
published in the FEDERAL REGISTER. 


APPENDIx A—-CLASSIFYING ITEMS ON THE 
INVENTORY SCHEDULES 


GENERAL 


1. Why claSsification required. Inventory 
Schedules will not be considered to be in 
satisfactory form for the purposes of the 
60-day period referred to in paragraph 19 of 
Instructions above unless the items are ar- 
ranged in general groupings on separate 
sheets in accordance with the following in- 
structions. This procedure is prescribed in 
order to facilitate removal from the con- 
tractor’s plant and disposal of property 
listed on the Inventory Schedules and to 
meet the requirements of the disposal agen- 
cies. Contractors are urged to follow the in- 
structions carefully in order to avoid delays 
in clearing their plants. 

2. Classification distinguished from de- 
scription. These instructions concerning 
classification apply solely to the arrange- 
ment of items on separate inventory sheets 
and in no way affect the requirements for 
description of the items, set forth in para- 
graph 15. 

8. When classification required, 


On Forms 2a—Metals —Classification re- 

quired for all items. 

On Form 2c—Work in —No classification 
Process required. 

On Form 2b—Raw ) —Classification re- 
materials (other quired for items 
than metals); Pur-| believed to have 
chased Parts; Fin- commercial value; 
ished Components; items having no 


Finished Product; commercial value 

Miscellaneous. may be placed in a 

On Form 2d—Dies, single  classifica- 

Jigs, Fixtures, etc., tion designated 

and Special Tools. “No Commercial 
Value.” 


Description is, however, required in all in- 


stances in accordance with paragraph 15 of 


the Instructions. 

4. Instructions for classifying. For metals 
(in mill product form) and raw materials, 
list items of one material with items of the 
same material. For all other products, list 
like items with like items. Each group will 
then comprise a separate classification of 
property. See examples below. 

5. Write in the top right-hand corner of 
each inventory sheet opposite “Property 
Classification” the name of the classification 
for which the sheet is used. For example, in 
the case of Metals the name of the metal; in 
the case of Raw Materials (other than met- 
als), or of Parts, Finished Components, Fin- 
ished Product, or Miscellaneous, the name by 
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which the material or article is commonly 
known in the trade. 

6. Use a new sheet for each such separate 
general classification. In the case of small 
inventories or classifications having only a 
few items, however, several different classifi- 
cations may be put on the same page, pro- 
vided they are separated by at least three 
spaces, and the name of each classification is 
written in the top right-hand corner of the 
form. 

7. Option to submit unclassified schedules. 
See paragraph 20 of the Instructions concern- 
ing filing inventory schedules without classi- 
fication of the items, and the effect thereof 
on any obligation of the Government under 
the Contract Settlement Act of 1944 to re- 
move or arrange for storage of the items 
listed. 

INDIVIDUAL FORMS 


8. On Form 2a—Metals (in mill product 
form, excluding castings and forgings). 

List metals in raw or primary form as fur- 
nished by the mill and on which there has 
been no subsequent fabricating operation. 
Do not include castings and forgings. They 
are to be listed on Form 2b. Except where 
there are only a few items, use a new sheet 
or series of sheets for each type of metal, 
and write the name of the metal or alloy in 
the space provided in the upper right-hand 
corner of the form. Examples are: 


Alloy .Steel 

Carbon Steel 
Stainless steel 
Copper 

Free Cutting Brass 
Manganese Bronze 
Aluminum 

Silver 

Tin 


In addition, on the sheets for any such metal, 
list like forms of the metal or alloy together 
in sequence. For example, on the sheet or 
sheets used to list Carbon Steel, group to- 
gether all the strip, then follow with the 
sheets, then the bar stock, etc. 

9. On Form 2b—Raw Materials (other 
than Metals); Purchased Parts; Finished 
Components; Finished Product; and Miscel- 
laneous. 

The term “Raw Materials” is here used to 
include materials in primary form. Examples 
of the many different general classifications 
of raw or primary materials (other than 
metals) include: 


Chemicals 

Pulp and paper 
Paper board 
Plastics (primary forms) 
Oils, fats, waxes 
Rubber 

Lumber 

Hides and skins 
Leather 

Shoe cut stock 
Cement 

Cork 

Textiles 

Cotton 

Kapok 

Wool 

Hair 

Glass 


Examples of some of the large number of 
general classifications of parts, components, 
finished product, or miscellaneous include: 


Engines and turbines 
Compressors and pumps 
Insulated wire and cable 
Nuts and bolts 
Conveyors 

Fans and blowers 
Bearings 

Valves 

Surgical instruments 
Electric motors 
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Ignition equipment 


Note that on this form items having no com- 
mercial value may be placed in a single classi- 
fication designated “No Commercial Value,” 
and no further classification of such items 
is required. For items deemed to have com- 
mercial value, use a new sheet for each classi- 
fication (except as permitted under para- 
graph 6 above). Insert the name of the 
classification in the top right-hand corner 
of the inventory form and arrange the items 
falling under that classification in sequence 
under separate subheadings. For example, 
on the sheet or sheets used to list Chemicals, 
group separately all Acids, all Alkalis, all 
Resins, etc. Under the general classification 
of Insulated Wire and Cable, group separately 
all Asbestos-Insulated Copper Wire, all Rub- 
ber-Insulated Copper Wire, all Magnet Wire, 
etc. On the sheets used for Drugs, group 
separately all Antitoxins, all Vaccines, all 
Strychnine Derivatives, all Morphine Deriva- 
tives, etc. 

10. On Form 2c—Work in process. No 
Classification of items is required on this 
schedule. However, a description must be 
given sufficient to enable the Government 
representative to identify the property and 
determine the appropriate method of dis- 
posal. Finished components should not be 
listed on this form but on Form 2b. Other 
materials which have not lost their identity 
through whole or partial assembly and which 
are deemed to have a further commercial use 
should. similarly be listed on Form 2b. 

11. On Form 2d—Dies, jigs, fiztures, etc., 
and special tools. Note that on this form 
items having no commercial value may be 
placed in a single classification designated 
“No Commercial Value.” Such items require 
no further classification. For items deemed 
to have commercial value, general classifica- 
tions may be limited to the following: 


Dies Jigs Gauges Fixtures Special tools 


Use a new sheet for each such general 
classification (except as permitted under 
paragraph 6 above). Insert the name of the 
classification in the top right-hand corner, 
and list the items falling under that classi- 
fication in sequence. For example, on the 
sheet used to list Dies, group separately all 
Extruding Dies, all Forging Dies, all Forming 
Dies, etc. On the sheet used for Gauges, 
group separately all Thread Gauges, all 
Radius Gauges, all Depth Gauges, etc. 

12. If perishable tools are charged to in- 
direct factory expense, they may not also be 
included in termination inventory. Where, 
however, indirect factory expense is adjusted 
to exclude such a charge, or where the per- 
ishable tools are charged directly to the con- 
tract, they should be included in the inven- 
tory, but should be listed on Form 2b and 
not 2d. 

13. List separately when in doubt. Ex- 
treme care should be used to list only very 
similar items together as a single classifica- 
tion. If doubt exists as to the proper classi- 
fication of any item, list that item sepa- 
rately and insert the commonly accepted 
trade name at the top right-hand corner of 
the page. Where forms overlap, the contrac- 
tor may use the form best suited, except that 
finished components should be put on Form 
2b and not on Form 2c. 


APPENDIX B (SEE INSTRUCTIONS, Par. 25) 


FORM OF TERMINATION INVENTORY SCHEDULE 
CERTIFICATE 


The contractor hereby certifies that the 
attached Termination Inventory Schedules, 
pages ...... , inclusive, have been 
prepared in accordance with applicable in- 
structions; that the inventory described 
therein is allocable to the designated con- 
tract and is located at the places specified; 


that the quantities are not in excess of the 
reasonable quantitative requirements of the 
terminated portion of the contract; and that 
the prices shown in column 8 (contractor’s 
offer, or proceeds of authorized sale) are fair 
and reasonable and comply with Government 
price regulations. 

The attached Schedules constitute the con- 
tractor’s statement showing the materials 
claimed to be termination inventory which, 
if not otherwise disposed of, the contractor 
desires to have removed by the Government 
within 60 days from receipt hereof by the 
Government, or such shorter period as may 
be prescribed under the Contract Settlement 
Act of 1944, or such other period as may be 
agreed upon. Subject to such prior disposi- 
tion, title te such. materials is hereby ten- 
dered to the Government and is warranted 
to be free and clear of all liens and encum- 
brances. 

Upon request of the Government, the con- 
tractor (will) (will not) negotiate to store 

(Strike out one) 
at the Government’s expense all or part of 
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the inventory listed in the attached Sched- 
ules. 


(Title) 


These Instructions have been approved by 
the Bureau of the Budget in accordance 
with the Federal Reports Act of 1942 


964] 


§ 849.965 Partial settlement proposal for cost-plus-a-fixed-fee contract. The 
partial settlement proposal for cost-plus-a-fixed-fee contract is set forth in the 


following sections. [JTR 965] 
§ 849.965-1 Summary form. - 
WAR DEPARTMENT 


Form No. 70 
August 1944 


Budget Bureau No. 49--R217 
Approval expires November 30, 1944 


ConTRACTOR’S PARTIAL PROPOSAL FOR SETTLEMENT OF TERMINATED COST-PLUS-A-FIXED-FEE CONTRACT 


Contractor’s Name Address 
Effective date of termination Government Contract No, Partial proposal for settlement 
Date | Number 
Summary Amount 
| 
| 
CERTIFICATE 


The undersigned, individually and as an authorized representative of the contractor, certifies that, to the best of 

1 actor’s own charges.—The summary of , exclusive of charges arising from termination claims filed 
against the undersigned by its subcontractors (which term is used in this certificate to include suppliers), and sup- 
porting schedules and explanations have been prepared from the books of account and records of the undersigned in 
accordance with the terms of this contract; they include only those ch: allocable to this contract; they have been 
prepared with knowledge that they will, or may, be used directly or indirectly as the basis of settlement of a claim or 
claims against the United States; and the charges as stated are fair and reasonable. 

(2) Subcontractor’s charges.—(a) The contractor has examined, or caused to be examined, to an extent which it 
considers adequate in the circumstances, the claims of its immediate subcontractors (exclusive of charges arising 
from termination claims filed against such immediate subcontractors by their subcontractors); (b) the settlements 
on account of immediate subcontractors’ own charges are fair and reasonable, said charges are ble to this con- 
tract, and said settlements were negotiated in faith, and are not more favorable to its immediate subcontractors 
than those which the undersigned would make if reimbursement by the Government were not involved; (c) the 
contractor has received from all its immediate subcontractors appropriate certificates with respect to their claims, 
which certificates, if the claims are for more than $1,000, are substantially in the form of this certificate; and (d) the 
contractor has no knowledge leading it to doubt the reasonableness of the settlements with more remote subcontractors 
or to doubt that the charges for them are allocable to this contract. 

Upon receipt by the contractor of amounts covering settlements with its immediate subcontractors, the contractor 
pF pay or credit such subcontractors promptly with the amounts so received, to the extent that it has not previously 


‘ 


certifies that to the best of his knowl- | Name of contractor 
edge and the statements with respect to accounting 


matters made in the above Certificate are true. 


Signature of supervisory accounting official By (signature of authorized executive official) 


Date 


Title Title 


(JTR 965.1] 


2 (Name of contractor or subcontractor) 
: (Name of authorized officer ) 
(Title) 
(Date) 
(Signature) 
The 
| 
7 
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§ 849.965-2 Detail sheet for partial proposal for cost-plus-a-fixed-fee contract, 


War Department 
Form No. 70-A 
August 1944 


Budget Bureau No. 49—R217 
Approval expires November 30, 1944. 


Detar SHEET 


CONTRACTOR’S PARTIAL PROPOSAL FOR SETTLEMENT OF TERMINATED COstT-PLUs-A-FIXED-FEE CONTRACT 


Contractor’s name Government contract No. Partial proposal for settlement 
Date Number 
Contractor’s Contractor’s 
voucher Vendor’s name check Amount 
number number 

[JTR 965.2] 

SUBPART G—FORMS RELATING TO PROPERTY its removal, or (3) for the proceeds realized 
DISPOSITION by the Government from its disposal.* 


§ 849.970 Scope. This subpart con- 
tains forms of receipts for termination 
inventory removed from contractors’ 
plants, storage agreements and certifi- 
cates relating to property disposition. 
(JTR 970) 


§ 849.971 
spect to the removal of termination in- 
ventory from contractors’ plants, Forms 
of receipt with respect to the removal of 
termination inventory from a contrac- 
tors’ plants are set forth in the follow- 
ing sections. [JTR 971] 


§ 849.971-1 Suggested form of receipt 
(contractor-owned property). The fol- 
lowing form of receipt will be used for 
contractor-owned property in accordance 
with § 844.466, 


The United States of America (Govern- 
ment) hereby acknowledges receipt from 
property listed on [identify 
list or schedule], which the COontractor 
claims to be allocable to its terminated prime 
contract with the Government No. ------.- -_ 
[or “to its terminated subcontract No. ---. 
with ...-.------. under a termi- 
nated prime contract No. ---------- between 
Title to the property has been tendered by 
the Contractor free and clear of all liens 
and encumbrances, and is hereby accepted 
by the Government pursuant to the Contract 
Settlement Act of 1944. The execution of 
‘this receipt is without prejudice to any de- 
termination of the allocability of the prop- 
erty to the terminated portion of the prime 
contract [or “to the terminated portion of 
the subcontract, of the allocability of such 
subcontract to the prime contract”]. If it 
is determined prior to final settlement by 
the Government of the termination claim 
under the prime contract that any of such 
Property is not so allocable, then the Govern- 
ment will be liable to the Contractor with 
Tespect to such property only, at the election 
of the Government, (1) for the return of the 
Property or like property to the Contractor 
&t the risk and expense of the Contractor, 
or (2) for its disposal value at the time of 


Forms of receipts with re-_ 


Dated 


(Name and title of officer) 
(JTR 971.1] 


§ 849.971-2 Suggested form of receipt 
(Government-owned property). The 
following form of receipt will be used for 
Gevernment-owned property in accord- 
ance with § 844.466. 


The United States of America (Govern- 
ment) hereby acknowledges receipt from 
one (Contractor) of the 
property listed on . 
[identify list or schedule], which the Con- 
tractor claims is owned by the Government 
under terminated prime contract with the 
Government No. ___......... [or “under ter- 
minated subcontract No. with 
pap under a terminated prime con- 
and the Government”]. Such 
property is removed from the Contractor’s* 
plant pursuant to the Contract Settlement 
Act of 1944. If it is determined prior to final 
settlement by the Government of the ter- 
mination claim under the prime contract 
that any of such property is not owned by 
the Government or is not allocable to the ter- 
minated portion of the prime contract [or 
“to the terminated portion of the subcon- 
tract or that such subcontract is not allocable 
to the prime contract”], then the Govern- 
ment will be liable to the Contractor with 
respect to such property only, at the election 
of the Government, (1) for the return of 
the property or like property to the Con- 
tractor at the risk and expense of the Con- 
tractor, or (2) for its disposal value at the 
time of its removal, or (3) for the proceeds 
realized by the Government from its disposal.? 


(Name and title of officer) 
(JTR 971.2] 


1Where a final written determination of 
allocability has been made prior to execu- 
tion of the receipt, delete the last two sen- 
tences of the form and substitute the word 
“is” for the words “the Contractor claims to 
be” in the first sentence. 

2Where a final written determination of 
Government ownership and allocability has 
been made prior to the date of execution of 
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§ 849.972 Forms for standard storage 
agreements. The forms for standard 
storage agreements are set forth in the 
following sections. [JTR 972] 


§ 849.972-1 Agreement with war con- 
tractor for storage space. The following 
form will be used in accordance with 
§ 844.465-2. (At the top insert all spe- 
cial details relating to number of con- 
tract, service or bureau involved, appro- 
priation or allotment, etc.) 


This agreement, entered into pursuant to 
to the Contract Settlement Act of 1944 as of 
day of 
194__.. by THE UNITED STATES OF AMERICA 
(hereinafter called “the Government”), rep- 
resented by the Contracting Officer executing 
this contract and 
(hereinafter called “the Contractor’); 

Witnesseth that: 

Whereas, the Government has terminated 
for its convenience or at its option war con- 
tract(s) numbered (hereinafter 
referred to as “the Contract(s)”); and 

Whereas, the Contractor has submitted to 
the Government an inventory of property in 
Schedule “‘A” attached hereto (the property 
described in Schedule “A” as it may from 
time to time be amended is hereinafter re- 
ferred to as “the Property”), which the Con- 
tractor certifies is in its possession and is 
allocable to said terminated Contract(s); and 

Whereas, the Contractor has requested that 
the Government take and remove the Prop- 
erty; and 

Whereas, the Contractor is willing to pro- 
vide certain space for the storage of the 
Property in accordance with the terms hereof 
until the Government removes it; 

Now, therefore, the parties hereto do mu- 
tually agree as follows: 

ARTICLE 1. Transfer of title. The Contrac- 
tor, (without prejudice to any right the Con- 
tractor may have to compensation for the 
Property in connection with the termination 
settlement of the Contract(s)) does hereby 
transfer and convey to the Government, sub- 
ject to plus or minus ‘tolerances of quanti- 
ties, weights and conditions within reason- 
able limits in accordance with good commer- 
cial inventory practice, title to the Property, 
free and clear of all liens and encumbrances, 
except that as to any of the Property title to 
which is already in the Government, the Con- 
tractor hereby confirms and acknowledges 
that to the best of his knowledge the Govern- 
ment now has title thereto, free and clear of 
all liens and encumbrances; and in further- 
ance thereof the Contractor agrees to furnish 
to the Contracting Officer such evidences of 
ownership and other instruments of transfer 
as the Contracting Officer may reasonably 
require: Provided, however, That except as 
specified otherwise in Article 2 hereof, the 
Government reserves the right to contest the 
allocability of any or all of the Property to 
the terminated portion(s) of the Con- 
tract(s) 

[Delete this Article 2 if prior to the date of 
execution of this Agreement, a final written 
determination of allocability of the Property 
to the Contract(s) has been made. | 

ARTICLE 2. Allocability. (a) If it is deter- 
mined prior to final settlement of the con- 
tract(s) that any of the Property [other than 
that specified in paragraph (b) hereof] is not 
allocable to the terminated portion of the 
Contract(s) then the Government in arriv- 
ing at the amount of the final settlement 
thereof will at its election take into account 


the receipt, delete the last sentence of the 
form and the words “the Contractor claims” 
in the first sentence. 

% Delete clause following last semicolon if, 
prior to the date of execution of this agree- 
ment, a final, written determination of allo- 
cability of the Property to the Contract(s) 
has been made. 


13442 FEDERAL REGISTER, Friday, November 10, 1944 


either the disposal value of the Property at 
the time of removal or the proceeds realized 
from the disposal of the Property, or will re- 
turn the Property or property in kind to the 
Contractor at the Contractor’s risk and ex- 
pense; and after final settlement the Con- 
tractor will have no claim against the Gov- 
ernment by reason of the Property. ; 

[Delete this subparagraph (b) if inappli- 
cable. | 

(b) The parties hereto agree that the Prop- 
erty identified and described in Schedule “B” 
attached hereto is allocable to the Con- 
tract(s): 

ARTICLE 8. Storage space. The Contractor 
agrees to provide the storage space for the 
Property for the consideration of $.--..----. 
per month? The Property shall be stored at 
the following premises: With the consent of 
the parties, Schedule “A” may be amended 
from time to time by the addition of other 
property. In the event property is so added 
or deliveries made pursuant to Article 9 
hereof or the Contractor packs or otherwise 
prepares the Property for shipment at the 
direction of the Contracting Officer, the com- 

msation to be paid to the Contractor shall 

equitably adjusted by mutual agreement. 

{Delete this Article 4 if prior to the date of 
execution of this Agreement, a final written 
determination of the allocability of the Prop- 
erty to the Contract(s) and the fact that it 
is Government owned has been made.| 

ARTICLE 4. Reduction in storage charges. 
In the event it is determined that all or any 
part of the Property is not allocable to the 
terminated portion(s) of the Contract(s), 
the amount of payment(s) set forth in Article 
3 hereof shall by mutual agreement be re- 
duced retroactively to and including the 
month in which the Property was first stored 
hereunder. 

ArtTicLeE 5. Contract period. (a) This 
Contract shall continue until: (i) it shall be 
terminated by either party hereto giving to 
the other thirty days’ previous notice in writ- 
ing; or (ii) delivery of the entire quantity of 
the Property to the Government. 

(b) Upon termination the Cdntractor 
shall be paid pro rata for storage charges to 
and including the day on which the thirty 
days’ notice expires or the delivery to the 
Government of the entire quantity of the 
Property is completed. 

ARTICLE 6. Inspection. The Government 
shall have access at any reasonable time to 
the premises where the Property is stored 
hereunder. 

ARTICLE 7. Segregation of property. All 
the Property shall be kept separate from all 
other property whether or not the Property 
may, by law or by custom, be considered 
fungible, and shall be identified as Govern- 
ment-owned property. This does not re- 
quire, however, that the Property be stored 
in separate rooms, on different floor levels 
from other similar property, or in a particular 
space.‘ 


? Where practicable storages rates may be 
computed on a square or cubic foot basis. 

8In case of Navy Department contracts 
add to the end of this sentence the following 
phrase: “or (iii) the 30th of June next suc- 
ceeding the date of execution of this agree- 
ment and thereafter for such further period 
as may be agreed upon by the parties as evi- 
denced by an amendment hereto, whichever 
one of the foregoing is earliest.” . 

*When in the opinion of the Contracting 
Officer the circumstances so require, special 
articles may be added to this agreement to 
provide for particular methods of storing, 
handling or preserving the Property. Such 
articles may specify that certain items or 
groups of items may be placed in outside 
storage or should receive special maintenance, 
It may also be desirable in some cases to 


ArTIcLeE 8. Submission of invoices. The 
Contractor shall submit monthly to the Con- 
tracting Officer properly certified invoices or 
vouchers for all accrued charges under this 
agreement for the preceding storage month. 

ARTICLE 9. Deliveries. Deliveries of all, or 
from time to time, of part, of the Property 
from storage to the Government at the stor- 
age site or to its designated carrier or trans- 
fer agent will be accomplished by the Con- 
tractor on receipt of a written order from the 
Government. 

ARTICLE 10. Liability for the property. 
(a) The Contractor shall not be liable for 
loss or destruction of or damage to the prop- 
erty unless such loss, destruction or dam- 
age results from (1) wilful misconduct or 
failure to exercise good faith on the part 
of the Contractor’s corporate officers or of 
the Contractor’s employees having supervi- 
sion or direction of inventorying, segregat- 
ing, packing, storing or otherwise caring for 
the property, or (2) from failure of the Con- 
tractor to comply with the terms of this 
agreement; 

(b) The Contractor represents that it is 
not maintaining and agrees that it will not 
hereafter maintain insurance (including 
self-insurance funds or reserves) covering 
loss or destruction of or damage to the prop- 
erty, and represents that it is not including 
and agrees that it will not hereafter include 
in any price to the Government any charge 
or reserve for such insurance. 

ARTICLE 11. Renegotiation. (War De- 
partment Procurement Regulations, _ par. 
342.1; Navy Department Procurement Direc- 
tives, par. 14,402)—[Insert this clause only 
when contract is for an amount in excess of 
$100,000. } 

ARTICLE 12. Eight-hour law. (War De- 
partment Procurement Regulations, par. 346; 
Navy Procurement Directives, par. 13,151.) 

ARTICLE 13. Anti-discrimination. (War 
Department Procurement Regulations, par. 
325; Navy Procurement Directives, par. 
17,731.) 

ARTICLE 14. Officials not to benefit. (War 
Department Procurement Regulations, par. 
322; Navy Procurement Directives; par, 
17,601.) 

ARTICLE 15. Covenant against contingent 
fees. (War Department Procurement Regu- 
lations, par. 323; Navy Procurement Direc- 
tives, par. 10,531.) 

» Arricte 16. Disputes. (War Department 
Procurement Regulations, par. 326; Navy 
Procurement Directives, par. 11,604.) 

ARTICLE 17. Assignment of rights here- 
under. (War Department Procurement Reg- 
ulations, par. 355; Navy Procurement Direc- 
tives, par. 12,305.) 

ARTICLE 18. Definitions. (a) The term 
“Secretary of War (the Navy)” as used here- 
in shall include the Secretary, Under Secre- 
tary, or any Assistant Secretary of War (the 
Navy), and the term “his. duly authorized 
representative” shall mean any person or 
board authorized by him to act for him 
other than the Contracting Officer. 

(b) The term “Contracting Officer” means 
(1) the officer or employee who signs this 
agreement in behalf of the Government or 
who is designated as such in this agreement, 
or (2) any duly appointed successor or au- 
thorized representative of such a Contract- 
ing Officer or any Government agency (or 
person designated thereby) to which this 
agreement is transferred. 


specify particular arrangements of the Prop- 
erty—for example, between aisles or other- 
wise in order to permit ready access to and 
visible inspection of each lot of Property; in 
a@ particular type of stack so as to protect or 
insure maximum use of storage space; or in 
accordance with necessary safety require- 
ments. 


ARTICLE 19. Alterations. The following 
changes were made in this agreement before 
it was signed by the parties hereto: 

[Optional for War Department Arrticre 
20. Records of Government-owned property 
is designated as the officer to maintain the 
necessary property records in connection 
with this agreement.] 

In witness whereof, 


[JTR 972.1] 


§ 849.972-2 Agreement with war con- 
tractor for storage and service. The 
following form will be used in accord- 
ance with § 844.465-2. (At the top in- 
sert all special details relating to num- 
ber of contract, service or bureau in- 
volved, appropriation or allotment, etc.) 


This .greement, entered into pursuant to 
the Contract Settlement Act of 1944 as of 
194___. by the United States of America 
(hereinafter called “the Government”), rep- 
resented by the Contracting Officer executing 
(hereinafter called “the Contractor’); 

Witnesseth that: 

Whereas, the Government has terminated 
for its convenience or at its option war con- 
tract(s) numbered (hereinafter 
referred to as “the Contract(s)”); and 

Whereas, the Contractor has submitted to 
the Government an inventory of property in 
Schedule “A” attached hereto (the property 
described in Schedule “A” as it may from 
time to time be amended is hereinafter re- 
ferred to as “the Property’) which the Con- 
tractor certifies is in its possession in the 
quantities, weights and conditions set forth 
therein subject to plus or minus tolerances 
within reasonable limits in accordance with 
good commercial inventory practice, and is 
allocable to said terminated Contract(s) or 
has been furnished to the Contractor by the 
Government in connection therewith; and 

Whereas, the Contractor has requested 
that the Government take and remove the 
Property; and . 

Whereas, the Contractor is willing to store 
the Property and perform the services in ac- 
cordance with the terms hereof: 

Now, therefore, the parties hereto do mu- 
tually agree as follows: 

ARTICLE 1. Transfer of title. The Contrac- 
tor, (without prejudice to any right the Con- 
tractor may have to compensation for the 
Property in connection with the termination 
settlement of the Contract(s)) does hereby 
transfer and convey to the Government, sub- 
ject to plus or minus tolerances of quantities, 
weights and conditions within reasonable 
limits in accordance with good commercial 
inventory practice, title to the Property, free 
and clear of all liens and encumbrances, eX- 
cept that as to any of the Property title to 
which is already in the Government, the Con- 
tractor hereby confirms and acknowledges 
that to the best of his knowledge the Govern- 
ment now has title thereto free and clear of 


_ all liens and encumbrances; and in further- 


ance thereof the Contractor agrees to furnish 
to the Contracting Officer such evidences of 


_ ownership and other instruments of transfer 


as the Contracting Officer may reasonably 
require; Provided, however, That except 4s 
specified otherwise in Article 2 hereof, the 
Government reserves the right to contest the 
allocability of any or all of the Property to 
the terminated portion(s) of the Con- 
tract(s). 


1Delete clause following last semicolon it. 
prior to the date of execution of this agrec- 
ment, a final, written determination of allo- 
cability of the Property to the Contract (s) 
has been made. 


Tig 
| 
4 
hia 
Pst 
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[Delete this Article 2 if prior to the date 
of execution of this Agreement, a final writ- 
ten determination of allocability of the Prop- 
erty to the Contract(s) has been made.] 

ArTICLE 2. Allocability. (a) If it is deter- 
mined prior to final settlement of the Con- 
tract(s) that any of the Property other than 
that specified in paragraph (b) hereof) is not 
allocable to the terminated portion of the 
Contract(s) then the Government in arriving 
at the amount of the final settlement thereof 
will at its election take into account either 
the disposal value of the Property at the time 
of removal or the proceeds realized from the 
disposal of the Property, or will return the 
Property or property in kind to the Con- 
tractor at the Contractor’s risk and expense; 
and after final settlement the Contractor will 
have no claim against the Government by 
reason of the Property. 

{Delete this subparagraph (b) if inappli- 
cable. 

(b) The parties hereto agree that the 
Property identified and described in Schedule 
“B” attached hereto is allocable to the Con- 
tract (s) : 

ARTICLE 3. Services. The Contractor agrees 
to perform all the services necessary in the 
handling, storage, and preservation of the 
Property for the consideration of $_--------- 
per month to be paid it by the Government.* 
The Property shall be stored at the following 
premises: 
With the consent of the parties, Schedule “A” 
may be amended from time to time by the 
addition of other property. In the event 
property is so added or deliveries made pur- 
suant to Article 9 hereof or the Contractor 
packs or otherwise prepares the Property for 
shipment at the direction of the Contracting 
Officer, the compensation to be paid to the 
Contractor shall be equitably adjusted by 
mutual agreement. (OR) 

[Alternative] Arricte 3. Services. The 
Contractor agrees to perform all the services 
necessary in the handling, storage, preserva- 
tion, packing and delivery of the Property. « 

For his services under this article the Gov- 
ernment shall pay the Contractor the follow- 


ing: 

(a) For the necessary handling, packing 
and preparing for storage in connection with 
the initial storage of the Property, the sum 
It is agreed by the parties 
hereto that in the determination of such sum 
due allowance has been made for any sum 
previously paid or payable to the Contractor. 

(b) For the services of storing and pre- 
serving the Property the sum of $_----.----- 
per month? 

(c) For any additional services, such as 
packing for shipment, delivery or drayage to 
a designated carrier or transfer agent in ac- 
cordance with Article 9 hereof, the Govern- 
ment shall pay the Contractor a reasonable 
amount to be determined by mutyal agree- 
ment, 


With the consent of the parties Schedule “A” 
may be amended from time to time by the 
addition of other property. In the event 
property is so added or when deliveries are 
made pursuant to Article 9 hereof or the 
Contractor packs or otherwise prepares the 
Property for shipment at the direction of the 
Contracting Officer, the compensation to be 
paid to the Contractor shall be equitably ad- 
justed by mutual agreement. Any claim for 
payment in addition to that specified in para- 
graphs (a) and (b) hereof or for payment 
under paragraph (c) hereof must be asserted 
Within thirty days from the date the services 
are rendered, or within such further period 
as the Contracting Officer may allow. 

The Property shall be stored at the follow- 
ing premises: 


*Where practicable storage rates may be 
‘omputed on a square or cubic foot basis. 


No, 225-17 


[Delete this Article 4 if prior to the date 
of execution of this Agreement, a final writ- 
ten determination of the allocability of the 
Property to the Contract(s) and the fact 
that it is Government-owned has been made.] 

ARTICLE 4. Reduction in storage charges. 
In the event it is determined that all or any 
part of the Property is not allocable to the 
terminated portion(s) of the Contract(s), or 
is not Government-owned property, the 
amount of payment(s) set forth in Article 
3 hereof and any additional payments made 
pursuant to Article 12(b) and (c) hereof 
shall by mutual agreement be reduced ret- 
roactively to and including the month in 
which the Property was first stored here- 
under, 

ARTICLE 5. Contract period. (a) The Con- 
tractor agrees to perform the services de- 
scribed in Article 3 hereof beginning on 
(i) this contract shall be terminated by either 
party hereto giving to the other thirty days’ 
previous notice in writing; or (ii) delivery 
of the entire quantity of the Property to the 
Government.’ 

(b) Upon termination the Contractor 
shall be paid pro rata for storage charges to 
and including the day on which the thirty 
days’ notice expires or the delivery to the 
Government of the entire quantity of the 
Property is completed. 

ARTICLE 6. Inspection. The Government 
reserves the right to inspect at any reason- 
able time the Contractor’s storage space and 
Property stored hereunder. 

ARTICLE 7. Segregation of property. All 
the Property shall be kept separate from all 
other property whether or not the Property 
may, by law or by custom, be considered 
fungible, and shall be identified as Govern- 
ment-owned property. This does not re- 
quire, however, that the Property be stored 
in separate rooms, on different floor levels 
from other similar property, or in a par- 
ticular space.‘ 

ARTICLE 8. Submission of invoices. The 
Contractor shall submit monthly to the Con- 
tracting Officer properly certified invoices or 
vouchers for all accrued charges under this 
agreement for the preceding storage month. 

ARTICLE 9. Deliveries. Deliveries of all, or 
from time to time of part of the Property 
from storage to the Government at the 
storage site or to its designated carrier or 
transfer agent will be accomplished by the 
Contractor on receipt of a written order from 
the Government. 

ARTICLE 10. Waiver of lien. The Contrac- 
tor hereby agrees to waive any warehouse- 
man’s lien on the Property to which it may 
otherwise be entitled and agrees that it will 
not assert any warehouseman’s lien thereon, 


* In case of Navy Department contracts 
add to the end of this sentence the following 
phrase: “or (iii) the 30th of June next suc- 
ceeding the date of execution of this agree- 
ment and thereafter for such further period 
as may be agreed upon by the parties as evi- 
denced by an amendment hereto, whichever 
one of the foregoing is earliest.” 

‘When in the opinion of the Contracting 
Officer the circumstances so require, special 
articles may be added to this agreement to 
provide for particular methods of storing, 
handling or preserving the Property. Such 
articles may specify that certain items or 
groups of items may be placed in outside 
storage or should receive special mainte- 
nance. It may also be desirable in some 
cases to specify particular arrangements of 
the Property—for example, between aisles or 
otherwise in order to permit ready access to 
and visible inspection of each lot of Prop- 
erty; in a particular type of stack so as to 
protect or insure maximum use of storage 
space; or in accordance with necessary safety 
requirements, 
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ARTICLE 11. Liability for the Property. 
(a) The Contractor shall be liable for loss 
or destruction of or damage to the Property 
caused by his failure to comply with the pro- 
visions of this agreement or failure to exer- 
cise such care in regard to the Property as 
a reasonably careful owner of similar goods 
would exercise, but he shall not be liable for 
any loss or destruction of or damage to the 
Property which could not have been avoided 
by the exercise of such care, except that dis- 
crepancies exceeding plus or minus toler- 
ances of quantities, weights and conditions 
in accordance with good commercial inven- 
tory practice may give rise to a claim by 
either party hereto against the other. 

(b) In the event that all or any part of the 
Property is covered by insurance, the policy 
or policies of insurance shall expressly pro- 
vide for the payment of benefits directly to 
the Government to the extent of its interest. 

ARTICLE 12. Federal, State and local tazes. 
(a) The compensation provided herein in- 
cludes all applicable Federal, State and local 
taxes (the word “taxes” being used in this 
Article to include fees and charges) in effect 
at the date of this agreement and incurred 
in the performance of this agreement except 
that it does not include any taxes on the 
Property stored under this agreement. 

(b) If after the date of this agreement the 
Federal Government or any state or local 
Government shall impose, remove or change 
(including any change by the removal by 
statute of an exemption available to the Con- 
tractor for the purposes of this agreement) 
any tax upon the storage or privilege of 


_ Storing the Property, which tax must be 


borne by the Contractor because of a specific 
contractual obligation or by operation of 
law; and, if in case of an increase in such an 
existing tax or the imposition of such a new 
tax, the Contractor has paid such tax to the 
Federal Government or to a State or local 
government, or any other person; or, in case 
of a decrease or elimination of any such tax, 
and the Contractor is relieved to that extent; 
then the compensation named herein will be 
increased or decreased accordingly, and any 
amount due to the Contractor as a result 
of such change will be charged to the Gov- 
ernment and entered on vouchers (or in- 
voices) as a separate item: Provided, how- 
ever, That the Government reserves the right 
to issue to the Contractor in lieu of such pay- 
ment a tax exemption certificate or certifi- 
cates acceptable to the Federal Government 
or State or local government, as the case may 
be. The amount of any adjustment pursuant 
to this paragraph (b) may be determined by a 
written agreement between the parties here- 
to. Nothing contained herein shall be con- 
strued as requiring the Government to re- 
imburse the Contractor for any Federal, 
State, or local income taxes, income surtaxes 
or excess profits taxes, transportation taxes 
or any State or local property taxes, except 
as provided in paragraph (c) hereof. 

(c) If after the date of this agreement the 
Contractor incurs any State or local property 
tax with respect to the Property allocable 
to the Contract(s) the compensation will be 
increased in the manner set out in paragraph 
(b) hereof. 

(d) In the case of any State or local tax 
which the Contractor contends is chargeable 
to the Government because of the provisions 
of this Article, or any other provision of this 
agreement, the Contractor agrees to give the 
Contracting officer prompt notice of any levy 
or assessment thereof or claim therefor, and 
to refrain from paying such tax upon the di- 
rection of the Contracting Office (in which 
event the Government will save the Con- 
tractor harmless from penalties and interest 
incurred through compliance with the direc- 
tion of the Contracting Officer not to pay 
such tax); to take such steps as may be 
directed by the Government to causé such 
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tax to be paid under protest; to preserve and, 
if so directed by the Contracting Officer, to 
cause to be assigned to the Government, any 
and all rights to the abatement or refund of 
such tax; if so requested, to permit the Gov- 
ernment to prosecute any claim, litigation or 
proceeding for the abatement or refund of 
such tax in the name of the Contractor and 
to furnish to the Government all reasonable 
assistance and cooperation requested by the 
Government in any litigation or proceeding 
for the abatement or recovery of such tax. 

ARTICLE 13. Convict labor. The Contractor 
shall not in the performance of this Contract 
employ any person undergoing sentence of 
imprisonment at hard labor. 

ARTICLE 14. Renegotiation. (War Depart- 
ment Procurement Regulations § 843.342-1; 
Navy Department Procurement Directives,’ 
par. 14,402)—[Insert this clause only when 
contract is for an amount in excess of 
$100,000}. 

ARTICLE 15. Eight-hour law. (War Depart- 
ment Procurement Regulations, § 843.346; 
Navy Procurement Directives, par. 13,151). 

ARTICLE 16. Anti-Discrimination. (War 
Department Procurement Regulations, § 843.- 
— Navy Procurement Directives, par. 17,- 

1). 

ARTICLE 17. Officials not to benefit. (War 
Department Procurement Regulations, § 843.- 
$22; Navy Procurement Directives, par. 
17,601). 

ARTICLE 18. Covenant against contingent 
fees. (War Department Procurement Regu- 
lations, § 843.323; Navy Procurement Direc- 
tives, par. 10,531). 

ARTICLE 19. Disputes. (War Department 
Procurement Regulations, § 843.326; Navy 
Procurement Directives, par. 11,604). 

ARTICLE 20. Assignment of rights here- 
under. (War Department Procurement Reg- 
ulations, § 843.355; Navy Procurement Di- 
rectives, par. 12,305). 

ARTICLE 21. Definitions. (a) The term 
“Secretary of War (the Navy)” as used herein 
shall include the Secretary, Under Secretary, 
or any Assistant Secretary of War (the Navy), 
and the term “his duly authorized represen- 
tative” shall mean any person or board au- 
thorized by him to act for him other than 
the Contracting Officer. 

(b) The term “Contracting Officer” means 
(1) the officer or employee who signs this 
agreement in behalf of the Government or 
who is designated as such in this agreement, 
and (2) or any duly appointed successor or 
authorized representative of such a Contract- 
ing Officer or any Government agency (or 
person designated thereby) to which this 
agreement is transferred. 

ARTICLE 22. Alterations. The following 
changes were made in this agreement before 
it was signed by the parties hereto: 

[Optional for War Department ArTIcLE 23. 
Records of Government-owned property. 
is designated as the officer to maintain the 
necessary property records in connection with 
this agreement. 

In witness whereof, 


972.2] 


§ 849.973 Certificate to be furnished by 
subcontractor regarding disposition of 
allocable termination inventory. The 
form of certificate which follows may be 
incorporated as part of the subcon- 
tractor’s settlement agreement with his 
customer, or it may be a separate instru 
ment. 


CERTIFICATE 


(At the top insert all special details relat 
to the particular subcontract, e. g., name an 


4 Not filed with the Division of the Federal 


address of the subcontractor and of its cus- 
tomer, the number or other designation of 
the terminated subcontract, the service or 
bureau involved, if known, etc.) 

This certificate, executed this 
(hereinafter called “the Subcontractor”), 

Witnesseth that: 

Whereas the Subcontractor and 
(hereinafter called “the Customer’) entered 
into contract No. -..... under date of ..--.- 
oveatutthecti , 194____ which, together with any and 
all amendments, changes, and supplements 
thereto, is hereinafter referred to as “the 
Subcontract”; and - 

Whereas the Customer terminated the Sub- 
contract; and 

Whereas the Customer and the Subcon- 
tractor have settled the termination claim 
therefor; and 

Whereas the term “Subcontract termina- 
tion inventory” as used herein, shall mean 
all materials (including a proper part of any 
common materials), determined by the par- 
ties, in connection with the settlement of the 
Subcontract, to be properly allocable to the 
terminated portion of the Subcontract, except 
any machinery or equipment subject to a 
separate contract or contract provision spe- 
cifically governing the use or disposition 
thereof; 

Now, therefore, the Subcontractor does 
hereby certify that: 

(1) All Subcontract termination inventory 
(including scrap) has been retained, sold, re- 
turned to suppliers, stored for the Govern- 
ment, delivered to the Government, or other- 
wise properly accounted for, and all proceeds 
or retention prices thereof, if any, have been 
taken into account in arriving at the settle- 
ment of the Subcontract; 

(2) Each of the Subcontractor’s immediate 
subcontractors, whose termination claims are 
included in the Subcontractor’s termination 
claim against the Customer on account of the 
termination of the Subcontract, has fur- 
nished to the Subcontractor a certificate sub- 
stantially similar to this certificate. 

In witness whereof, etc. 


(JTR 973] 
SUBPART H—FORMS RELATING TO SETTLEMENT 


§ 849.980 Scope. This subpart con- 
tains forms of settlement agreements for 
various types of terminated prime con- 
tracts and related forms for settlements 
with subcontractors and with War Sup- 
plies Limited (Canada). [JTR 980] - 


§ 849.981 Settlement agreement for 
fixed-price prime contracts. The settle- 
ments agreement for fixed-price con- 
tracts is set forth in the following sec- 
tions. [JTR 981] 


§ 849.981-1 Settlement agreement for 
use in settling fixed-price prime con- 
tracts after complete termination. The 
following form will be used in accordance 
with § 847.740 and following: (At the top 
insert all special details relating to the 
particular contract terminated; e. g., 
number of contract, service or bureau in- 
volved, appropriation or allotment, etc.) 


This supplemental settlement agreement, 
entered into pursuant to the Contract Set- 
tlement Act of 1944 (hereinafted called “the 
Act”), as of this 
194_._, by the Unrrep StaTes oF AMERICA 
(hereinafter called “the Government”) repre- 
sented by the Contracting Officer executing 
this contract and ............ (hereinafter 
called “the Contractor”), 

Witnesseth that: 

Whereas the Contractor and the Govern- 
ment have entered into Contract No. ._... alge 
under date of ............ 194_., which, to- 
gether with any and all amendments, 


FEDERAL REGISTER, Friday, November 10, 1944 


changes, and supplements thereto, is here- 
inafter referred to as “the Contract”; and 

Whereas the Act declares that upon the 
termination of any war contract (as therein 
defined) in whole or in part for the conven- 
ience or at the option of the Government, 
it shall be the responsibility of the contract- 
ing agency (as therein defined) to provide 
the war contractor with speedy and fair com- 
pensation for the termination of the war 
contract and provides that any contracting 
agency may settle all or any part of any 
termination claim under any war contract 
by agreement with the war contractor; and 

[Insert the following “Whereas” clause if 
the Contract contains a termination article 
with provisions similar to those set out in 
this clause.] 

Whereas the Contract provides that the 
performance of work thereunder may at the 
convenience or option of the Government be 
terminated by the Government in whole, or 
from time to time in part, whenever any such 
termination is determined to be for the best 
interests of the Government, and that the 
Contractor and Contracting Officer may agree 
upon the whole or any part of the amount 
or amounts to be paid to the contractor by 
reason of such termination; and 

Whereas by notice of termination dated 
the Government: advised the 
Contractor of the complete termination of 
the Contract for the convenience or at the 
option of the Government; and 

Whereas the term “Contract termination 
inventory”, as used herein, shall mean all 
materials (including a proper part of any 
common materials), determined by the par- 
ties hereto, in connection with this settle- 
ment, to be properly allocable to the ter- 
minated portion of the Contract, except any 
machinery or equipment subject to a sep- 
arate contract or contract provision specifi- 
cally governing the use or disposition thereof; 
and 

Whereas the term “subcontract termina- 
tion inventory”, as used herein, shall mean 
alf materials (including a proper part of any 
common materials) determined by the parties 
to any subcontract under the Contract, in 
connection with the settlement thereof, to be 
properly allocable to the terminated portion 
of such subcontract, except any machinery or 
equipment subject to a separate contract, or 
contract provision, specifically governing the 
use or disposition thereof; 

Now, therefore, the parties hereto do mu- 
tually agree as follows: [Insert whichever 
form of Article 1 is applicable. Use of the 
third alternative form is not favored. It 
should be resorted to as a temporary measure 
only where a storage agreement ts not feasible 
and where no other practicable method of 
property disposal is available which will per- 
mit the signing of a settlement agreement 
(see § 844.465-3) ]. 

ARTICLE 1. The Contractor certifies that all 
Contract termination inventory (including 
scrap), has been retained, sold to third par- 
ties, returned to suppliers, stored for the 
Government, delivered to the Government, or 
otherwise properly accounted for, and all 
proceeds or retention prices thereof, if any, 
have been taken into account in arriving at 
this Agreement. (Or) 

ARTICLE 1. (a) The Contractor certifies that 
a portion of the Contract termination inven- 
tory (including scrap), has been retained, 
sold to third parties, returned to suppliers, 
stored for the Government, delivered to the 
Government, or otherwise properly accounted 
for, and all proceeds or retention prices there- 
of, if any, have been taken into account in 
arriving at this Agreement. 

(b) With respect to all Contract termina- 
tion inventory not so disposed of prior to = 
date of execution of this Agreement, @o 
described in the inventory schedules sub- 
mitted by the Contractor in advance of or in 
connection with its Settlement Proposal, the 


| 
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parties shall promptly execute a storage 
agreement substantiaily in the form set forth 
in the Joint Termination Regulation, 
§ 849.972-1 [or § 849.972-2]. (Or) 

ARTICLE 1. (a) The Contractor certifies 
that a portion of the Contract termination 
inventory {including scrap) has been re- 
tained, sold to third parties, returned to sup- 
pliers, stored for the Government, delivered 
to the Government, or otherwise properly 
accounted for, and all proceeds or retention 
prices thereof, if any, have been taken into 
account in arriving at this Agreement; 

(b) Subject to the qualification stated be- 
low in subparagraph (c) of this Article 1, 
the Contractor hereby transfers and conveys 
to the Government, free and clear of all liens 
and encumbrances, and with the right to 
immediate possession, title to the Contract 
termination inventory not so disposed of 
prior to the date of execution of this Agree- 
ment and described in the inventory sched- 
ules (hereafter sometimes referred to as “the 
Schedules”) submitted by the Contractor in 
advance of or in connection with, its Settle- 
ment Proposal. It is the intent and purpose 
of this Article to convey to the Government— 
to the extent not previously conveyed—all 
residual Contract termination inventory; 
and to this end, it is understood (1) that 
such Schedules do not include, and it is in- 
tended that they shall not include, any Con- 
tract termination inventory properly disposed 
of by the Contractor prior to the date of 
execution of this Agreement, but (2) that 
such Schedules do include all Contract termi- 
nation inventory not so disposed of as of 
the date of this Agreement. Such Schedules 
are identified as follows: {Here insert exact 
reference to the inventory schedules sub- 
mitted in advance of, or in connection with, 
the Contractor’s Settlement Proposal, with 


_explanation if necessary, that such schedules 


have been revised to eliminate any items dis- 
posed of after original submission of the 
schedules but prior to execution of the settle- 
ment agreement. In lieu of such reference 
the parties may refer to, or attach, a separate 
list adequately describing the Contract ter- 
mination inventory so transferred and coh- 
veyed. 

If and to the extent that, as of the date 
of this Agreement, any such Contract ter- 
mination inventory so described on the 
Schedules [or by separate list, as above pro- 
vided] is not segregated from the Contrac- 
tor’s other property and clearly identified 
as belonging to the Government, the Con- 
tractor agrees to effect such segregation and 
identification with reasonable dispatch. 

(c) If later, upon the execution of a stor- 
age agreement covering such Contract termi- 
nation inventory or upon its removal from 
the Contractor's premises by and for the 
Government, or at any time prior to either 
of such events, discrepancies are discovered 
between the quantities, weights, or condi- 
tions of such inveritory shown on the afore- 
Said Schedules or lists and the quantities, 
Weights or conditions actually found by the 
Government, the Contractor shall reimburse 
the Government to the extent of any short- 
ge, loss, destruction, or damage with re- 
spect to such inventory (measured by the 


~ loss of fair value) at the time such dis- 


crepancies are discovered: Provided, (1) That 
Plus or minus tolerances of quantities, 
Weights and conditions within reasonable 
limits in accordance with good commercial 
ihventory practice will be accepted and dis- 
crepancies within such tolerances shall create 
no claim by either party against the other; 
‘nd (2) that even if minus tolerances are 
exceeded, the Contractor shall not be liable 
therefor unless they are caused by any short- 
8ge, loss, destruction, or damage resulting 
from the Contractor's failure to exercise such 
Care in regard to such inventory as a reason- 
ably careful owner of similar goods would 


exercise. The Contracting Officer shall de- 
termine (i) whether such tolerances are ex- 
ceeded, (ii). whether, if so, such excess re- 
sulted from failure to exercise such care, and 
(iii) the extent of any shortage, loss, destruc- 
tion, or damage with respect to such inven- 
tory. Such determination will be subject, 
however, to any provisions of the Contract 
relating to settlement of disputes, and any 
claims arising thereunder may be settled by 
negotiation between the parties. 

(d) Pending ultimate disposition of such 
Contract termination inventory, the Govern- 
ment may at all reasonable times have access 
to the Contractor’s premises for the purpose 
of (1) furnishing extra plant protection, (2) 
making inspections of such inventory, (3) 
preparing additional inventory schedules, 
(4) crating, baling, or otherwise packaging 
such inventory, (5) arranging for selling or 
scrapping such inventory, and (6) accom- 
plishing any other lawful purpose. The 
Contractor expressly waives any claim under 
this Agreement or under the Act to storage 
charges for the period during which such 
inventory, or any part thereof, remains on 
its premises under the terms of this Agree- 
ment. Such period may, at the option of 
the Government, extend for --.----- days 
after execution of this Agreement, but 
not longer except with the consent of the 
Contractor. 

ARTICLE 2, (a) The Contractor certifies 
that each of the Contractor’s immediate 
subcontractors whose claim is included in 
the claim settled by this Agreement has 
furnished to the Contractor, before the exe- 
cution of this Agreement, a certificate stat- 
ing (i) that all its subcontract termination 
inventory (including scrap), has been re- 
tained, sold, returned to suppliers, stored for 
the Government, delivered to the Govern- 
ment, or otherwise properly accounted for, 
and all proceeds or retention prices thereof, 
if any, were taken into account in arriving 
at the settlement of the subcontract or sub- 
contracts and (ii) that the subcontractor 
has received from each of its immediate sub- 
contractors whose claim was included in its 
claim a certificate substantially similar to 
clause (i) and this clause (ii) of this Article 
2 (a). ; 

(b) The Contractor hereby transfers and 
conveys to the Government all the right, 
title and interest, if any, which the Con- 
tractor has received, or is entitled to receive, 
in and to subcontract termination inventory 
and hereby assigns to the Government any 
and all of its rights relating thereto whether 
arising under negotiated settlements, for- 
mula determinations, or otherwise. 

ARTICLE 3. In all cases where the Contrac- 
tor has not previously made such payments, 
the Contractor shall, within ten (10) days 
after receipt of the payment provided for 
hereunder, pay to each of its immediate 
subcontractors and suppliers (or to their 
respective assignees) the respective amounts 
to which they are entitled, after deducting, 
if the Contractor so elects, any amounts 
then due and payable to the Contractor by 
such subcontractors and suppliers. If the 
Contractor fails to make any such payment 
within ten (10) days, the Contractor will 
return to the Government the amount so 
payable to such immediate subcontractors 
and suppliers, less any amount then due and 
payable to the Contractor by them. 

ARTICLE 4, (a) The Contractor has received 
the sum of $--.----- (8) on account 
of work and services performed, or articles 
delivered, under the Contract. The Govern- 


1If the Contractor has performed work or 

services or delivered articles under the Con- 

tract, for which it has not been paid at the 

time of the Agreement, provision should be 

made in the Agreement for such payment 

under Article 4 (b) as part of the sum of 
) 
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ment as part of this negotiated settlement, 
hereby confirms and acknowledges the right 
of the Contractor to retain such sum here- 
tofore paid and agrees that such sum consti- 
tutes a portion of the total amount to which- 
the Contractor is entitled in complete and 
final settlement of the Contract. 

(b) In addition, upon execution of this 
Agreement (and of the storage agreement(s) 
referred to in Article 1)? the Government 
agrees to pay to the Contractor or its assignee, 
upon presentation of properly certified in- 


voices or vouchers, the sum of $_____-___ (b) 
representing the sum of 
less (1) the amount of 
representing all unliquidated 


partial or progress payments previously made 
on account to the Contractor or its assignee 
and all unliquidated advance payments (with 
interest, if any, thereon) and (2) the amount 
applicable property disposal credits. Said 
interest to which the Contractor is entitled 
under the Act to the date of payment. Said 
sum, together with all other sums heretofore 
paid, constitutes payment in full and com- 
plete settlement of the amount due the Con- 
tractor by reason of the complete termination 
of work under the Contract and of all other 
claims of the Contractor under the Contract, 
and under the Act except as hereinafter pro- 
vided in this Article. 

(c) Upon payment of said sum of $___-___- 

iimcenaens , as aforesaid, all rights and lia- 

bilities of the parties under the Contract 
and under the Act shall cease forthwith and 
be forever released except: 

[The following list of excepted rights and 
liabilities is intended to cover those which 
should most frequently be excepted, and 
which should in any event be scrutinized at 
the time a settlement agreement is signed. 
The suggested language of the enumerated 
excepted items on the list may be varied in 
the discretion of the contracting officer to 
cover more accurately the exceptions needed 
in a particular case. Where greater accu- 
racy or completeness may be achieved by a 
reference to the number of the Contract ar- 
ticle or provision covering the excepted mat- 
ter in question, this method of enumerating 
excepted rights and liabilities may be fol- 
lowed. Omit any of the following which are 
not applicable and add any additional ex- 
ceptions required. ] 

(1) All rights and liabilities, if any, of the 
parties under the Renegotiation Act. 

(2) All rights and liabilities of the parties 
under the articles, if any, of the Contract 
which relate to reproduction rights, patent 
infringements, inventions, applications for 
patent and patents, including rights to as- 
signments, invention reports and licenses, 
covenants of indemnity against patent risks 
and bonds for patent indemnity obligations, 
together with all rights and liabilities under 
any such bond. 

(3) All rights of the Government to take 
the benefit of any adjustments of royalties 
under the Royalty Adjustment Act of October 
31, 1942 (Public No. 768, 77th Cong.; 35 
U.S.C. 89-96) and to take the benefit of agree- 
ments reducing or otherwise affecting royal- 


2 This phrase to be inserted only when the 
second form of Article 1 is used. 

3 Where the parties have not included in the 
Agreement a lump sum for interest to the 
date of payment, the following should be sub- 
stituted for this sentence: “Said sum of 
to which the Contractor is entitled under the 
Act to the date of execution of this Agree- 
ment; for each day thereafter until final pay- 
ment hereunder the Contractor shall be en- 
titled to interest at the rate of $_....-_- (u) 
aoneiionn per day.” Also, in the next sentence 
change the words “sum” to “sums” and “con- 
stitutes” to “constitute”. 
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ties paid or payable in connection with the 
performance of the Contract. 

(4) All rights and liabilities of the parties 
under the articles, if any, in the Contract ap- 
plicable to options (except options to con- 
tinue or increase the work under the Con- 
tract), covenants not to compete, covenants 
of indemnity, and agreements with respect 
to the future care and disposition by the Con- 
tractor of Government-owned facilities re- 
maining in his custody. 

(5) All rights and liabilities of the parties 
arising under the Contract articles, if any, 
or otherwise, concerning defects in, and guar- 
antees or warranties relating to, any com- 
pleted articles or component parts furnished 
to the Government by the Contractor pursu- 
ant to the Contract or this Agreement. 

{The following paragraph (6) to be in- 
serted only when the third alternative form 
of Article 1 is used] 

(6) All rights and liabilities of the parties 
under the articles, if any, of the Contract con- 
cerning settlement of disputes growing out of 
any determination made by the Contracting 
Officer under Article 1 of this Agreement. 

(7) All rights and liabilities, if any, of the 
parties under the Act relating to removal and 
storage of Contract termination inventory. 

(8) All rights and liabilities, if any, of the 
parties under those clauses inserted in the 
Contract because of the requirements of Acts 
of Congress and Executive Orders, including, 
without limitation, any applicable clauses re- 
lating to the following topics: labor law, con- 
tingent fees, domestic articles, employment 
of aliens, “officials not to benefit.” 

[The following subparagraph (9) to be in- 
serted only where the parties have not agreed 
on the total amount to be included as interest 
to the date of payment.] 

(9) The right of the Contractor to receive, 
and the obligation of the Government to pay, 
interest under the Act at $..--...---~-.. (u) 
per day from the date of 
execution hereof to the date of payment. 

In witness whereof, etc., 


(JTR 981.1) 


§ 849.981-2 Settlement agreement for 
use in settling fixed-price prime contracts 
after partial termination. The following 
form will be used in accordance with 
§ 847.740 and following. (Here insert 
unchanged all the material of § 849.981-1, 
“Settlement agreement for use in settling 
fixed-price prime contracts after com- 
plete termination,” after the heading and 
up to Article 1, with the exception of the 
fourth “Whereas” clause. In lieu of such 
clause, substitute the following: 


Whereas, the Government by Notice of 
Termination dated 
advised the Contractor of the partial termi- 
nation of the Contract as of the date and to 
the extent provided in such Notice, to which 
reference is hereby made as to the part 
terminated, and said part is hereinafter re- 
ferred to as “the terminated portion of the 
Contract;” and) 

ARTICLE 1. (Here insert the appropriate form 
of Article 1 of § 849.981-1.) 


ArTicLeE 2. (Here insert Article 2 of 
§ 849.981-1.) 
ArTicLte 3. (Here insert Article 8 of 
§ 849.981-1.) 


ARTICLE 4. Upon execution of this Agree- 
ment (and of the storage agreement(s) re- 
ferred to in Article 1)? the Government 
agrees to pay to the Contractor or its as- 
signee, upon presentation of properly certi- 
fied invoices or vouchers, the sum of $...... 
a , representing the sum of $_..... 


This phrase to be inserted only when the 
second form of Article 1 is used. 


(x) ..---... less (1) the amount of $--.-.. 

y) ------.. representing all unliquidated 
partial or progress payments previously made 
on account to the Contractor or its assignee 
and all unliquidated advance payments (with 
interest, if any, thereon) applicable to the 
terminated portion of the Contract, and (2) 


the amount of rep- 
resenting all applicable property disposal 
credits. Said sum of 


includes all interest to which the Contrac- 
tor is entitled under the Act to the date of 
payment. Said sum, together with all other 
sums heretofore paid, constitutes payment 
in full and complete settlement of the 
amount due the Contractor with respect to 
the terminated portion of the Contract. 
Upon payment of said sum of $----... mise 
, a8 aforesaid, all obligations of 
the contractor to perform further work or 
services or to make further deliveries under 
the terminated portion of the Contract and 
all obligations of the Government to make 
further payments or to carry out other un- 
dertakings in connection therewith shall 
cease; provided, however, that nothing here- 
in contained shall impair or affect in any 
way (1) any other covenants, terms or con- 
ditions of the Contract; or (2) any rights 
or liabilities of the parties arising from any 
provisions of law, including, without limi- 
tation, the Contract Settlement Act of 1944, 
the Renegotiation Act, and the Royalty Ad- 
justment Act of October 31, 1942 or [insert 
only where parties have not agreed on total 
amount to be paid as interest to date of pay- 


ment] (3) the right of the Contractor to 


receive, and the obligation of the Govern- 
ment to pay, interest at 
per day from the date of execution hereof 
to the date of payment. 

In witness whereof, etc., 


981.2) 


§ 849.981-3 No-cost settlement agree- 
ment for use in settling fixed-price prime 
contracts after complete termination 
where contractor presents no claim. (At 
the top insert all special details relating 
to the particular contract termination: 
e. g., number of contract, service or 
bureau involved, appropriation or allot- 
ment, etc.) 


This supplemental settlement agreement, 
entered into pursuant to the Contract Set- 
tlement Act of 1944 (hereinafter called “the 
Act”), this ......... day of 
194__.., by the United States of America 
(hereinafter called “the Government”) repre- 
sented by the Contracting Officer executing 
this contract and - (here- 
inafter called “the Contractor”), 

Witnesseth that: 

Whereas, the Contractor and the Govern- 
ment have entered into Contract No. _.... ooo 
under date of 
which, together with any and all amend- 
ments, changes, and supplements thereto, is 
hereinafter referred to as “the Contract”; and 

Whereas, the Act declares that, upon the 
termination of war contracts (as therein de- 
fined) in whole or in part for the convenience 
or at the option of the Government, it shall 

* Where the parties have not included in 
the Agreement a lump sum for interest to 
the date of payment, the following should 
be substituted for this sentence: “Said sum 
of $ (a) includes all inter- 
est to which the Contractor is entitled under 
the Act to the date of execution of this 
Agreement; for each day thereafter until 
final payment hereunder, the Contractor 
shall be entitled to interest at the rate of 
(u) -....... per day.” Also, in 
the sentence the words “sum” to 
“sums” and “constitutes” to “constitute.” 
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be the responsibility of the contracting 
agency (as therein defined) to provide the 
war contractor with speedy and fair com- 
pensation for the termination of the war 
contract and provides that any contracting 
agency may settle all or any part of any ter- 
mination claim under any war contract by 
agreement with the war contractor; and 

[Insert the following “Whereas” clause if 
the Contract contains a termination article 
with provisions similar to those set out in 
this clause. ] 

Whereas, the Contract provides that the 
performance of work thereunder may at the 
convenience or option of the Government 
be terminated by the Government in whole, 
or from time to time in part, whenever any 
such termination is determined to be for the 
best interest of the Government, and that 
the Contractor and Contracting Officer may 
agree upon the whole or any part of the 
amount or amounts to be paid to the Con- 
tractor by reason of such termination; and 

Whereas, by notice of Termination dated 
194 , the Govern- 
ment advised the Contractor of the complete 
termination of the Contract for the conven- 
ience or at the option of the Government; 
and 

Whereas, the Contractor is willing to waive 
unconditionally any claim against the Gov- 
ernment by reason of such termination; and 

Whereas, such unconditional waiver by the 
Contractor will expedite settlement of the 
Contract and will otherwise promote the 
objectives of the Contract Settlement Act 
of 1944, 

Now, therefore, the parties hereto agree as 
follows: 

ARTICLE 1. The Contractor hereby uncon- 
ditionally waives any claim against the Gov- 
ernment by reason of the termination of the 
Contract. 

ARTIcLE 2. The parties agree to, and do 
hereby, release each other from any and all 
obligations arising under the Contract or by 
reason of its termination or under the Act, 
and all rights and liabilities of the parties so 
arising shall cease forthwith and be forever 
released except as follows: 

(The following list of excepted rights and 
liabilities is intended to cover those which 
should most frequently be excepted, and 
which should in any event be scrutinized at 
the time : “no-cost” settlement agreement 
is signed. The suggested language of the 
enumerated excepted items on the list may 
be varied in the discretion of the contracting 
officer to cover more accurately the excep- 
tions needed in a particular case. Where 
greater accuracy or completeness may be 
achieved by a reference to the number of the 
Contract article or provision covering the 
excepted matter in question, this method of 
enumerating excepted rights and liabilities 
may be followed. Omit any of the following 
which are not applicable and add any addi- 
tional exceptions required. |] 

(1) All rights and liabilities, if any, of the 
parties under the Renegotiation Act. 

(2) All rights and liabilities of the parties 
under the articles, if any, of the Contract 
which relate to reproduction rights, patent 
infringements, inventions, applications for 
patent and patents, including rights to as- 
signments, invention reports and licenses, 
covenants of indemnity against patent risks 
and bonds for patent indemnity obligations, 
together with all rights and liabilities under 
any such bond. 

(3) All rights of the Government to take 
the benefits of any adjustments of royalties 
under the ty Adjustment Act of Octo- 


ber 31, 1942 (Public, No. 768, 77th Cong.; 35 
U.S.C.89-96) and to take the benefit of agree- 
ments reducing or otherwise affecting royal- 
ties paid or payable in connection with the 
performance of the Contract. 


- 
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(4) All rights and liabilities of the parties 
under the articles, if any, in the Contract 
applicable to options (except options to con- 
tinue or increase the work under the Con- 
tract), covenants not to compete, covenants 
of indemnity, and agreements with respect to 
the future care and disposition by the Con- 
tractor of Government-owned facilities re- 
maining in his custody. 

(5) All rights and liabilities of the parties 
arising under the Contract articles, if any, or 
otherwise, concerning defects in, and guaran- 
tees or warranties relating to, any completed 
articles or component parts furnished to 
the Government by the Contractor or work 
done by the Contractor pursuant to the Con- 
tract. 

In witness whereof, etc., 


[JTR 981.3] 


§ 849.981-4 No-cost settlement agree- 
ment for use in settling fixed-price prime 
contracts after partial termination where 
contractor presents no claim. (At the 
top insert all special details relating to 
the particular contract termination: e.g., 
number of contract, technical service or 
bureau involved, appropriation or allot- 
ment, etc.) 


This supplemental settlement agreement, 
entered into pursuant to the Contract Set- 
tlement Act of 1944 (hereinafter called “the 
net"), day of 
REX 194__.., by the United States of 
America (hereinafter called “the Govern- 
ment” represented by the Contracting Officer 
executing this contract and 
(hereinafter called “the Contractor’), 

Witnesseth that: 

Whereas, the Contractor and the Govern- 
ment have entered into Contract No. 
194._.. which, together with any and all 
amendments, changes, and supplements 
thereto, is hereinafter referred to as “the 
Contract”; and 

Whereas, the Act declares that, upon ter- 
mination of war contracts (as therein de- 
fined) in whole or in part for the conven- 
ience or at the option of the Government, it 
shall be the responsibility of the contracting 
agencies (as therein defined) to provide war 
contractors with speedy and fair compensa- 
tion for the termination of any war contract 
and provides that any contracting agency 
May settle all or any part of any termination 
claim under any war contract by agreement 
with the war contractor; and 

[Insert the following “Whereas” clause if 
the Contract contains a termination article 
with provisions similar to those set out in 
this clause. ] 

Whereas, the Contract provides that the 
performance of work thereunder may at the 
Convenience or option of the Government, 
be terminated by the Government in whole, 
or from time to time in part, whenever any 
such termination is determined to be for the 
best interest of the Government, and that 
the Contractor and Contracting Officer may 
&gree upon the whole or any part of the 
amount or amounts to be paid to the Con- 
tractor by reason of such termination; and 

Whereas, by Notice of Termination dated 
----, the Govern- 
ment advised the Contractor of the partial 
termination of the Contract for the conven- 
lence or at the option of the Government, as 
of the date and to the extent provided in 
such notice, to which reference is hereby 
made as to the part terminated, and said part 
ls hereinafter referred to as the “terminated 
Portion of the Contract”; and 

Whereas, the Contractor ts willing to waive 
Weonditionally any claim against the Gov- 
efnment by reason of such termination; and 

Whereas, such unconditional waiver by the 
Contractor will expedite settlement of the 


Contract and will otherwise promote the ob- 
jectives of the Contract Settlement Act of 
1944, 

Now, therefore, the parties hereto agree as 
follows: 

ARTICLE 1. The Contractor hereby uncondi- 
tionally waives any claim against the Gov- 
ernment arising under the terminated por- 
tion of the Contract or by reason of its ter- 
mination including, without limitation, all 
obligations of the Government to make fur- 
ther payments or to carry out other under- 
takings in connection with said terminated 
portion, and the Government hereby uncon- 
ditionally releases the Contractor from any 
obligation to perform further work or serv- 
ices or to make further deliveries of articles 
or materials under the terminated portion of 
the Contract: Provided however, That noth- 
ing herein contained shall impair or affect in 
any way any other covenants, terms, or con- 
ditions of the contract. 

In witness whereof 


(JTR 981.4] 


§ 849.983 Settlement agreements for 
cost-plus-a-fixed-fee contracts. The 
settlement agreements for cost-plus-a- 
fixed-fee contracts are set forth in the 
following sections. [JTR 983] 


§ 849.983-1 Settlement agreement for 
use in settling cost-plus-a-fired-fee 
prime contracts after complete termina- 
tion. The following form is designed for 
a negotiated settlement, under § 845.560 
and following, after complete termina- 
tion. In using it for other settlements 
authorized by §§ 845.561-2 to 845.561-4, 
appropriate changes should be made. 
(Here insert unchanged all the material 
of § 849.9811, “Settlement Agreement for 
use in settling fixed-price prime con- 
tracts after complete termination”, after 
the heading up to Article 1.) 


ARTICLE 1, The Contractor certifies that all 
Contract termination inventory (including 
scrap), has been retained, sold to third par- 
ties, returned to suppliers, stored for the 
Government, delivered to the Government, or 
otherwise properly accounted for, and all 
proceeds or retention prices thereof, if any, 
have been taken into account in arriving 
at this Agreement. (Or) 

ARTICLE 1. (a) The Contractor certifies 
that a portion of the Contract termination 
inventory (including scrap), has been re- 
tained, sold to third parties, returned to sup- 
pliers, stored for the Government, delivered 
to the Government, or otherwise properly ac- 
counted for, and all proceeds or retention 
prices thereof, if any, have been taken into 
account in arriving at this Agreement. 

(b) With respect to all Contract termina- 
tion inventory not so disposed of prior to the 
date of execution of this Agreement, and de- 
scribed in the inventory schedules submitted 
by the Contractor in advance of or in con- 
nection with its Settlement Proposal, the 
parties shall promptly execute a storage agree- 
ment substantially in the form set forth in 
§ 849.972-1 [§ 849.972-2]. (Or) 

ARTICLE 1, (a) The Contractor certifies that 
a portion of the Contract termination in- 
ventory (including scrap) has been retained, 
sold to third parties, returned to suppliers, 
stored for the Government, delivered to the 
Government, or otherwise properly accounted 
for, and all proceeds or retention prices there- 
of, if any, have been taken into account in 
arriving at this Agreement. 

(b) Subject to the qualification stated be- 
low in subparagraph (c) of this Article 1, the 
Contractor confirms and acknowledges that, 
with respect to all the Contract termination 
inventory not so disposed of prior to the date 
of execution of this Agreement and described 
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on the schedules attached hereto as “Exhibit 
A”, the Government either now possesses, or 
hereby receives a transfer and conveyance of, 
title, free and clear of all liens and encum- 
brances, and the right to immediate pos- 
session. [Schedules or lists may, if clearly 
identified, be incorporatec by reference and 
not physically attacied.| It is the intent and 
purpose of this Agreement to confirm in the 
Government, or convey to the Government, 
as the case may be, title to all residual Con- 
tract termination inventory; and to this 
end it is understood (1) that such schedules 
do not include, and it is intended that they 
shall not include, any Contract termination 
inventory properly disposed of by the Con- 
tractor prior to date of execution of this 
Agreement, but (2) that such schedules do 
include all Contract termination inventory 
not so disposed of as of the date of execution 
of this Agreement. 

If and to the extent that, as of the date of 
this Agreement, any Contract termination 
inventory so described on such schedules is 
not segregated from the Contractor’s other 
property and clearly identified as belonging 
to the Government, the Contractor agrees to 
effect such segregation and identification 
with reasonable dispatch. 

(c) If later, upon the execution of a stor- 
age agreement covering such Contract ter- 
minatiofi inventory or upon its removal from 
the Contractor’s premises by or for the Gov- 
ernment, or at any time prior to either of 
such events, discrepancies are discovered be- 
tween the quantities, weights or conditions 
of such inventory shown on the aforesaid 
inventory schedules or lists and the quan- 
tities, weights or conditions actually found 
by the Government, the Contractor shall re- 
imburse the Government to the extent of any 
shortage, loss, destruction, or damage with 
respect to such inventory (measured by the 
loss of fair value) at the time such dis- 
crepancies are discovered: Provided, (1) That 
plus or minus tolerances of quantities, 
weights and conditions within reasonable 
limits in accordance with good commercial 
inventory practice will be accepted and dis- 
crepancies within such tolerances shall create 
no claim by either party against the other; 
and (2) that even if minus tolerances are 
exceeded, the Contractor shall not be liable 
therefor unless they are caused by any short- 
age, loss, destruction, or damage resulting 
from the Contractor’s failure to exercise such 
care in regard to such inventory as a reason- 
ably careful owner of similar goods would 
exercise. The Contracting Officer shall deter- 
mine (i) whether such tolerances are ex- 
ceeded, (ii) whether, if so, such excess re- 
sulted from failure to exercise such care, and 
(ili) the extent of any shortage, loss, de- 
struction, or damage with respect to such 
inventory. Such determination will be sub- 
ject, however, to any provisions of the Con- 
tract relating to settlement of disputes. 

(d) Pending ultimate disposition of such 
Contract termination inventory, the Govern= 
ment may at all reasonable times have access 
to the Contractor’s premises for the purpose 
of (1) furnishing extra plant protection, (2) 
making inspections of such inventory, (3) 
preparing additional inventory schedules, (4) 
crating, baling or otherwise packaging such 
inventory, (5) arranging for selling or scrap- 
ping such inventory, and (6) accomplishing 
any other lawful purpose. The Contractor 
expressly waives any claim under this Agree- 
ment or under the Act to storage charges for 
the period during which such inventory, or 
any part thereof, remains on its premises 
under the terms of this Agreement. Such 
period may, at the option of the Government 
extend for days after execution of 
this Agreement, but not longer except with 
the consent of the Contractor. 

ARTICLE 2. (Here insert Article 2 of 
§ 849.981-1.) 

ARTICLE 3. (Here insert Article 3 of 
849.981-1.) 
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ARTICLE 4. (a) The Contractor has received 
prior to the effective date of termination cer- 
tain sums with respect to work and services 
performed, or articles delivered, under the 
Contract. The Contractor has also received 
after the effective date of termination certain 
additional sums for work and services per- 
formed, or articles delivered, under the Con- 
tract as final payments on partial settlements 
and in partial payment on account of the 
Contractor’s termination claim. The Govern- 
ment, as part of this negotiated settlement, 
hereby confirms and acknowledges the right 
of the Contractor to retain all such sums 
heretofore paid and agrees that such sums 
constitute a portion of the total amount to 
which the Contractor is entitled in complete 
and final settlement of the Contract. 

(b) In addition, upon execution of this 
Agreement (and the storage agreements re- 
ferred to in Article 1)? the Government agrees 
to pay to the Contractor the the sum of 


the sum of repre- 


senting all unliquidated partial or progress 
payments previously made on account to the 
Contractor or its assignee and all unliqui- 
dated advance payments (with interest, if 
any, naomi and (2) the amount of 
applicable credits. Said 
includes 

all interest to which the Contractor is en- 
titled under the Act to the date of payments.* 
Said sum, together with all other sums here- 
tofore paid, constitutes payment in full and 
complete settlement of the amount due the 
Contractor by reason of the termination of 
work, or otherwise, under the Contract and of 
all other claims of the Contractor under the 
Contract and under the Act except as herein- 
after provided in this Article and in Article 5. 
Upon payment of said sum of 
nine as aforesaid, all rights and lia- 
bilities of the parties under the Contract and 
under the Act shall cease forthwith and be 
forever released except: [The following list 
of excepted rights and liabilities is intended 
to cover those which should most frequently 
be excepted, and which should in any event 
be scrutinized at the time a settlement agree- 
ment is signed. The suggested language of 
the enumerated excepted items on the list 
may be varied in the discretion of the Con- 
tracting Officer to cover more accurately the 
exceptions needed in a particular case. 
Where greater accuracy or completeness may 
be achieved by a reference to the number of 


1 Where any of such sums are intended to 
be excluded from the settlement agreement, 
appropriate modification should be made in 
the language of this paragraph in order to 
make it clear that they are excluded from the 
agreement without prejudice to the rights 
of either party with respect thereto. This 
modification may be effected by adding to the 
last sentence of Article 4 (a), after the word 
“Contract”, the following: “, except as pro- 
vided in subparagraph (c) (2) of this 
Article.” 

* This phrase to be inserted only when the 
second form of Article 1 is used. 

* Where the parties have not included in 
the Agreement a lump sum for interest to the 
date of payment, the following should be sub- 
stituted for this sentence: “Said sum of 

includes all in- 
terest to which the Contractor is entitled 
under the Act to the date of execution of this 
Agreement; for each day thereafter until final 
payment hereunder, the Contractor shall be 
entitled to interest at the rate or 6........__ 
--. per day.” Also, in the next 
sentence change the words “sum” to “sums” 
ard “constitutes” to “constitute”, 


the Contract article or provision covering the 
excepted matter in question, this method of 
enumerating excepted rights and liabilities 
may be followed“ Omit any of the following 
which are not applicable and add any addi- 
tional exceptions required.] > 

(1) Claims by the Contractor against the 
Government, which involve costs reimbursa- 
ble under the Contract and which arise under 
the Contract or by virtue of the termination, 
in stated or estimated amounts, as follows: 
[Here insert such amounts and describe the 
claims.] 

(2) Claims by the Contractor against the 
Government, as to which his right of reim- 
bursement is disputed, which are excluded 
without prejudice to the rights of either 
party as follows: [Here insert the amounts 
and describe the claims.] 

(3) Claims by the Contractor against the 
Government which are based upon responsi- 
bility of the Contractor to third parties and 
which involve costs reimbursable under the 
Contract, but which are not now known to 
the Contractor. 

. (4) All rights and liabilities, if any, of the 
parties under the Renegotiation Act. 

(5) All rights and liabilities of the parties 
under the articles, if any, of the Contract 
which relate to reproduction rights, patent 
infringements, inventories, applications for 
patent and patents, including rights to as- 
signments, invention reports and licenses, 
covenants of indemnity against patent risks 
and bonds for patent indemnity obligations, 
together with all rights and liabilities under 
any such bond. 

(6) All rights of the Government to take 
the benefit of any adjustments of royalties 
under the Royalty Adjustment Act of October 
31, 1942 (Public No. 768, 77th Cong.; 35 U.S.C. 
89-96) and to take the benefit of agreements 
reducing or otherwise affecting royalties paid 
or payable in connection with the perfor- 
mance of the Contract. 

(7) All rights and liabilities of the parties 
under the articles, if any, in the Contract 
applicable to options (except options to con- 
tinue or increase the work undér the Con- 
tract), covenants not to compete, covenants 
of indemnity, and agreements with respect 
to the future care and disposition by the Con- 
tractor of Government-owned facilities re- 
maining in his custody. 

(8) All rights and liabilities of the parties 
arising under the Contract articles, if any, or 
otherwise, concerning defects in, and guaran- 
tees or warranties relating to, any completed 
articles or component parts furnished to the 
Government by the Contractor pursuant to 
the Contract or this Agreement. 

[The following subparagraph (9) to be in- 
serted only when the third alternative form 
of Article 1 is used.] 

(9) All rights and liabilities of the parties 
under the articles, if any, of the Contract 
concerning settlement of disputes growing 
out of any deternrination made by the Con- 
tracting Officer under Article 1 of this Agree- 
ment. 

(10) All rights and liabilities, if any, of the 
parties under the Act relating to removal and 
storage of Contract termination inventory. 

(11) All rights and abilities, if any, of the 
parties under those clauses inserted in the 
Acts of Congress and Executive Orders, in- 
cluding, without limitation, any applicable 
clauses relating to the following topics: labor 
law, contingent fees, domestic articles, em- 
— of aliens, and “officials not to bene- 

t ” 

[The following subparagraph (12) is to be 
inserted only where the parties have not 
agreed on the total amount to be included as 
interest to the date of payment. | 

(12) The right of the Contractor to receive, 
and the obligation of the Government to pay, 
interest under the Act at $.... (u) --.. per 


FEDERAL REGISTER, Friday, November 10, 1944 


day from the date of execution hereof to the 
date of payment. 

ARTICLE 5.4 (1) In addition to the payment 
of the sum provided for in Article 4, the Goy- 
ernment will reimburse the Contractor for 
payments made in discharging claims de- 
scribed in subparagraphs (1) and (3) of said 
article. 

(2) Even though neither the existence nor 
the amount of any claim referred to in sub- 
paragraph (3) of Article 4 may now be known 
to the Contractor, reimbursement for pay- 
ments made by the Contractor in discharge 
of any such claim shall include, along with 
wages and salaries otherwise reimbursable, 
all additional amounts determined (either by 
approval of the Contracting Officer or by 
litigation as hereinafter provided) to be due 
and payable for overtime compensation and 
allowances under local, state or Federal laws 
in connection with such wages and salaries. 

(3) The Contractor shall promptly notify 
the Contracting Officer of any claims of the 
type described in subparagraph (3) of Article 
4 which are asserted subsequent to the execu- 
tion of this Agreement. In the event of the 
assertion of any such claim against the Con- 
tractor, he shall, if requested by the Contract- 
ing Officer, proceed in good faith, at his own 
expense, to assemble all data and information 
relative to such claim. 

(4) If the Contracting Officer shall deter- 
mine that the best interests of the Govern- 
ment require that the Contractor initiate or 
defend litigation in connection with claims of 
third parties arising under the Contract or by 
virtue of its termination, the Contractor will 
proceed with such litigation in good faith and 
the costs and expenses of such litigation, in- 
cluding judgments and court costs, allow- 
ances rendered or awarded in connection with 
suits for wages, overtime or salaries, and rea- 
sonable attorneys’ fees for private counsel 
when the Government does not furnish Gov- 
ernment counsel, shall be reimbursable under 
the Contract. The term “litigation” shall 
include suits at law or in equity and proceed- 
ings before any Governmental agency having 
jurisdiction over the claim, 

In witness whereof, etc., 


[JTR 983.1] 


§ 849.983-2 Partial final settlement - 
agreement for use in making partial final 
settlements of  cost-plus-a-fired-fee 
prime contracts. The following form will 
be used in accordance with § 845.565-2. 
(At the top insert all special details re- 
lating to the particular contract termi- 
nation: e. g., number of contract, 
technical service or bureau involved, ap- 
propriation or allotment, etc.) 


This partial final settlement agreement, 
entered into pursuant to the Contract Settle- 
ment Act of 1944 (hereinafter called “the 
Act’), this 
194...., by the UNITED STATES OF AMERICA 
(hereinafter called “the Government”) rep- 
resented by the Contracting eval executing 
this contract and 


Witnesseth that: 

Whereas, the Contractor and the Goverl- 
ment have entered into Contract No. ------ - 
which, together with any and all amend- 
ments, changes and supplements thereto, 1s 
hereinafter referred to as “the Contract”; and 

Whereas, the Act declares, among other 
things, that * * * “Each contracting 


‘This Article should ‘be omitted where the 
Contract does not provide for reimbursement 
to the Contractor of costs incurred in 4's 
charging claims described in subparagraphs 
(1) and (3) of Article 4, 


4 
. 
~.------(hereinafter call “the Contractor”), 
\ 
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agency shall make final payments from time 
to time on partial settlements or on settle- 
ments fixing a minimum amount due before 
complete settlement * * *”; and 

[Insert the following “Whereas” clause if 
the contract contains a termination article 
with provisions similar to those set out in 
this clause. ] 

Whereas, the Contract provides that the 
performance of work thereunder may at the 
convenience or option of the Government be 
terminated by the Government in whole, or 
from time to time in part, whenever any 
such termination is determined to be for the 
best interests of the Government, and that 
the Contractor and Contracting Officer may 
agree upon the whole or any part of the 
amount or amounts to be paid to the Con- 
tractor by reason of such termination; and 

Whereas, by notice of termination dated 
on tie , the Government 
advised the Contractor of the termination of 
the Contract for the convenience or at the 
option of the Government; 

Now, therefore, the parties hereto do mutu- 
ally agree as follows: 


ARTICLE 1. Upon execution of this Agree- 
ment the Government agrees to pay to the 
Contractor the sum of $_---.----. This pay- 
ment is in partial final settlement of the 
Contractor’s termination claim under this 
Contract and is made pursuant to the Act. 
The Government and the Contractor agree 
that the amount to be paid hereunder con- 
stitutes a minimum amount due on said en- 
tire claim, (a) without determining that 
such amount is due on particular elements 
thereof or that additional amounts may not 
be due on said claim and (b) without affect- 
ing any claim or offset which the Government 
may have against the Contractor under this 
Contract. 

In witness whereof, etc. 


[JTR 983.2] 


§ 849.987 Forms for settlements of 
subcontracts by war contractors. The 
forms for settlements of subcontracts by 
war contractors are set forth in the fol- 
lowing sections. [JTR 987] 


_ §849.987-1 Form of authorization to 
war contractor to settle subcontractors’ 
claims and make partial payments. The 
following form will be used in accordance 
with § 849.942, 


Name of contractor 
Address .... 


1. Pursuant to Joint Termination Regula- 
tion, § 846.642, you are authorized, subject to 
the limitations stated in paragraph 2 below, 
to settle without further approval by the 
Government all subcontracts and purchase 
orders terminated by you as a result of the 
termination by the Government of any [in- 
sert service or bureau] contract held by you, 
or as a result of the termination of any sub- 
contract of any tier held by you under any 
terminated [insert service or bureau] prime 
contract. 

2. This authorization is subject to the fol- 
lowing limitations: 

a. It shall apply only to settlements of not 
More than $10,000 after deducting (from the 
gross claim) amounts payable for completed 
articles or work at the contract price but 
without deducting disposal credits or sub- 
Contract claims, 

b. It shall apply only to settlements in 
Which all the property allocable to the ter- 
minated portion of the subcontract or pur- 
chase order, the cost of which is included in 
the statement of charges of the subcon- 
actor or supplier, is retained by the sub- 
Contractor or supplier at values deemed 


reasonable by you, or is sold by you or the 
subcontractor or supplier at the best obtain- 
able prices in your judgment and the value or 
proceeds credited on the settlement, or is 
transferred to the Government with the con- 


' sent of the Contracting Officer or his repre- 


sentative. 

c. Each settlement made under the author- 
ization granted herein will bear the following 
certification: 

“The undersigned individually and as au- 
thorized representative of the contractor, 
certifies that it has examined, or caused to 
be examined, to an extent it considers ade- 
quate in the circumstances, the claim of the 
within named subcontractor (exclusive of 
claims filed against such subcontractor by 
its subcontractors); and that the within 
settlement on account of such subcontrac- 
tor’s own charges is allocable to the termi- 
nated portion of prime contract with the 


Government No. ...--------- [Order No. 
related to prime contract with the Govern- 
a , Should be used in 


place of italicized words when the certificate. 
is executed by a subcontractor], is fair and 
reasonable, was negotiated in good faith, and 
is not more favorable to said subcontractor 
than one which the undersigned would make 
if reimbursement by the Government were 
not involved; and that it has no knowledge 
to doubt the reasonableness of the settle- 
ments with more remote subcontractors or 
to doubt that the charges for them are allo- 
cable to said Contract. On the basis of the 
foregoing, the within settlement is approved 


pursuant to authorization dated .....----- 
service or bureau] signed by 


All the property allocable to the terminated 
portion of the subcontract or purchase order, 
the cost of which was included in the state- 
ment of charges, has been retained or dis- 
posed of, and credited, at what the under- 
signed considers to be fair and reasonable 
values or at the best price obtainable, or has 
been transferred to the Government with the 
consent of the contracting officer or his rep- 
resentative. 


(Name of Contractor) 


(Date) 


8. In making settlements hereunder, you 
should make every effort to arrange for the 
sale or retention of termination inventory in 
order to avoid the necessity of transferring it 
to the Government. The Contracting Officer 
will consent to such transfer to the Govern- 
ment only if no other disposition is reason- 
ably feasible. 

4. A settlement with a subcontractor made 
or approved by you in accordance with this 
authorization, including sales or retentions 
of property involved therein, will be rec- 
ognized by the Government as final and con- 
clusive for the purpose of settlement of the 
terminated price contract, to which the sub- 
contract is allocable. 

5. Any number of separate settlements of 
$10,000 or less may be made with a single 
subcontractor under different subcontracts, 
Claims which would normally be included in 
a single settlement proposal, such as a series 
of separate orders for the same item under 
one contract, should not be divided for the 
purpose of bringing them within this author- 
ization. 

6. Pursuant to Joint Termination 
tion paragraph 368, you are authorized to 
make partial payments on account of termi- 
nation claims under all subcontracts and 
purchase orders terminated by you as a result 
of the termination for the convenience or at 
the option of the Government of any [insert 
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service or bureau] contract held by you or as 
the result of the termination of any subcon- 
tract of any tier held by you under any ter- 
minated [insert service or bureau] prime 
contract, subject to the following conditions: 

a. Such partial payments shall be made 
only on the ba of applications filed by 
the subcontractors on the form prescribed 
by the Director of Contract Settlement. 

b. The amounts of any partial payments 
made by you, together with all other partial 
payments outstanding on account of the same 
subcontractor’s termination claim, shall not 
exceed $10,000 and shall not exceed any lim- 
itation contained in the Joint Termination 
Regulation on the amount of partial pay- 
ments that may be made. 

c. Each partial payment made under the 
authorization granted herein will bear the 
following certifications: 

The undersigned states that it has exam- 
ined this application and has considered the 
applicant’s general reputation. It has no 
reason to, doubt the accuracy of the infor- 
mation contained in this application or that 
the amount certified by the applicant as due 
will constitute a proper charge to be included 
in the undersigned’s termination claim 


-- Partial pay- 
ment of $____.. is made hereunder, pursuant 
to authorization dated 
from __.. [insert service or 


bureau] signed by 


(Name of Contractor) 


(Title) 


Any partial payment made by you in accord- 
ance with this authorization shall have the 
same effect as a partial payment made with 
the specific approval of the contracting officer 
under the applicable prime contract. Such 
payments shall be subject to Section 9 (b) 
of the Contract Settlement Act of 1944, under 
which Section you are expressly relieved of 
liability for any excess payment and are en- 
titled to receive payment or credit from the 
Government in the full amount of the pay- 
ment that you have made. 

7. The authorization to make settlements 
and partial payments provided for herein is 
not to be exercised in the case of subcon- 
tractor or supplier who is affiliated with you. 
For this purpose you should consider a con- 
tractor to be affiliated with you if you are 
under common control, or there is any com- 
mon interest between you, by reason of stock 
ownership or otherwise, which is sufficient 
to create a reasonable doubt that the bar- 
gaining between you is completely at arm’s 
length. 

8. The Government will, from time to time, 
review your methods used in negotiating set- 
tlements with your subcontractors. Where 
such a review indicates that you are not ade- 
quately protecting the Government’s inter- 
ests this delegation will be revoked. 

(Contracting Officer or other 
Official of service or bureau 
authorized to grant author- 
ization) 


{[JTR 987.1) 


$ 849.987-2 No-cost settlement agree- 
ment for use in settling fized-price sub- 
contracts after complete termination 
where subcontractor presents no claim. 
(At the top insert all special details re- 
lating to the particular subcontract ter- 
mination: e.g., the number of the termi- 
nated prime contract, the number of the 
subcontract, technical service or bureau 
involved, etc.) 


13450 FEDERAL REGISTER, Friday, November 10, 1944 


This supplemental settlement agreement, 
entered into pursuant to the Contract Settle- 


ment Act of 1944, 
(hereinafter 
called “the Contractor”) 


(hereinafter called “the Subcontractor’), 

Witnesseth that: 

Whereas, the Contractor and the Sufcon- 
tractor have entered into Contract No_------ 
under date of 194_. which, 
together with any and all amendments, 
changes, and supplements thereto, is herein- 
after referred to as “the Contract”; and 

Whereas, the Contractor, by Notice of Ter- 
mination 194_., 
advised the Subcontractor of the complete 
termination of the Contract; and 

Whereas, the Subcontractor is willing to 
Waive unconditionally any claim against the 
Contractor by reason of such termination; 
and 

Whereas, such unconditional waiver by the 


Subcontractor will expedite settlement of the | 


Contract and will otherwise promote the ob- 
jectives of the Contract Settlement Act of 
1944, 
Now, therefore, the parties hereto agreé as 
follows: 

ARTICLE 1. The Subcontractor hereby un- 
conditionally waives any claim against the 
Contractor by reason of the termination of 
the Contract. 

ArTicLE 2. The parties agree to, and do 
hereby, release each other from any and all 
obligations arising under the Contract or by 
reason of its termination or under the Act, 
and all rights and liabilities of the parties so 
arising shall cease forthwith and be forever 
released except as follows: 

[The parties may add appropriate excep- 
tions depending upon the particular provi- 
sions of their contract.] 

In witness whereof, etc. 


[JTR 987.2] 


§ 849.987-3 No-cost settlement agree- 
ment for use in settling fized-price sub- 
contracts after partial termination where 
subcontractor presents no claim. (At 
the top insert all special details relating 
to the particular subcontract termina- 
tion: e. g., the number of the terminated 
prime contract, the number of the sub- 
contract, technical service or bureau in- 
volved, etc.) 

This supplemental settlement agreement, 
entered into pursuant to the Contract Settle- 
ment Act of 1944, this ~......-..--~- day of 


called “the Contractor”) and ~...-......... 
“the Subcontractor”), 

Witnesseth that: 

Whereas, the Contractor and the Subcon- 
tractor have entered into Contract No, 
under date of 
194___., which, together with any and all 
amendments, changes, and supplements 
thereto, is hereinafter referred to as “the 
Contract”; and 

Whereas, by Notice of Termination dated 
tractor advised the Subcontractor of the 
partial termination of the Contract, as of the 
date and to the extent provided in such 
notice, to which reference is hereby made as 
to the part of the Contract terminated, and 
said part is hereinafter referred to as the 
“terminated portion of the Contract”; and 

Whereas, the Subcontractor is willing to 
waive unconditionally any claim against the 
Contractor by reason of such termination; 
and 

Whereas, such unconditional waiver by the 
Subcontractor will expedite settlement of the 


Contract and will otherwise promote the 
objectives of the Contract Settlement Act of 
1944, 

Now, therefore, the parties hereto agree as 
follows: 

ARTICLE 1. The Subcontractor hereby un- 
conditionally waives any claim against the 
Contractor arising under the terminated por- 
tion of the Contract or by reason of its termi- 
nation including, without limitation, all 
obligations of the Contractor to make further 
payments or to carry out other undertakings 
in connection with said terminated portion, 
and the Contractor hereby unconditionally 
releases the Subcontractor from any obliga- 
tion to perform further work or services or 
to make further deliveries of articles or ma- 
terials under the terminated portion of the 
Contract: Provided, however, That nothing 
herein contained shall impair or affect in any 
way any other covenants, terms, or conditions 
of the Contract. 

In witness whereof, etc. 


(JTR 987.3] 


§ 849.988 Forms relating to direct set- 
tlement with subcontractors. The forms 
relating to direct settlement with sub- 


contractors are set forth in the following . 


sections. [JTR 988] 


§ 849.988-1 Form of article to be in- 
serted in final settlement agreement 
where a prime contractor is unable to 
settle with a subcontractor. The follow- 
ing form will be used in accordance with 
§ 846.613. 


ARTICLE—. Assumption of contractor’s ob- 
ligations to subcontractor. (1) The Con- 
tractor hereby transfers and assigns to the 
Government all of its right, title and interest 


in and to its subcontract no. ________ (here- 
inafter in this Article called “the Subcon- 


in this Article called “the Subcontractor”), 
insofar as such subcontract is allocable to 
the terminated portion of the prime contract. 

(2) The Government hereby accepts the 
transfer and assignment of all of the Con- 
tractor’s right, title and interest in and to 
the Subcontract and assumes and undertakes 
to settle with and pay to the Subcontractor 
such amounts as may be found to be due 
him by reason of the termination of the Sub- 
contract, insofar as such amounts are alloca- 
ble to the terminated portion of the prime 
contract and are not in excess of the amounts 
specified in paragraph (6). 

(3) The Contractor hereby releases the 
Government from any obligation which the 
Government now has or may have to reim- 
burse the Contractor for any sums which the 
Contractor might be required to pay to the 
Subcontractor by reason of the termination 
of the Subcontract. 

(4) The Government hereby releases the 
Contractor from all obligation to negotiate 
and settle with and pay to the Subcontractor 
the amounts which are or will be due to the 
Subcontractor by reason of the termination 
of the Subcontract, insofar as such amounts 
are allocable to the terminated portion of 
the prime contract. The Government fur- 
ther agrees to hold the Contractor harmless 
in the event that any litigation arises in 
connection with such obligation, subject to 
the provisions of paragraphs (5) and (6) 
hereof. 

(5) In the event that the Subcontractor 
institutes litigation against the Contractor in 
connection with any obligation referred to 
herein, the Contractor agrees promptly to 
notify the Government of such action and 
to defend such litigation or, if the Govern- 
ment so requests, to permit the Government 


to assume the defense of such litigation. The 
failure of the Contractor to comply with the 
provisions of this paragraph shall relieve the 
Government from all liability under this 
Agreement, or otherwise, to pay any claim 
arising in connection with any of such obli- 
gations. 

(6) In no event shall the total amount to 
be paid to the Subcontractor by the Govern- 
ment under.this Article exceed $..______ 
(Here insert an amount sufficiently low so 
that the total payments under the termi- 
nated prime contract will not exceed any 
maximum limit set for payments under the 
applicable termination article.) 


(JTR 988.1] 


§ 849.988-2 Notice to subcontractor 
under section 7 (d) of act. The follow- 
ing form will be used in accordance with 
§ 846.663-2. . 


XYZ CorRPoRATION. 

Gentlemen: Pursuant to Section 7 (d) of 
the Contract Settlement Act of 1944, the 
United States of America, acting through the 
undersigned contracting officer, proposes to 
settle directly the termination claim which 
arising out of the termination of the sub- 
contract (purchase order) for war produc- 
(purchase order) is apparently allocable to 
Government Contract No. --.---------. 

The Government will accept responsibility 
for settling this claim to the extent that it 
is allocable to the aforementioned Govern- 
ment contract on condition that you agree: 

a. That the claim will be settled on the 
basis of the principles set forth in the Uni- 
form Termination Article for use in Fixed- 
Price Supply Contracts (Joint Termination 
Regulation, § 849.931), in the same manner 
as if your claim arose under a prime contract 
with the Government containing that 
article, 

b. That upon the final settlement of your 
claim, by agreement or otherwise, you will, at 
the option of the Government, either (i) as- 
sign the claim to the Government, or (ii) 
release your purchaser from all liability on 
account of that claim to the extent that the 
claim is allocable to the prime contract issued 
by the Government; and that you will exe- 
cute such document or documents as a con- 
tracting officer of the Government may re- 
quest to effect such assignment or release. 

If you sign and return the consent set forth 
below, the Government shall become liable 
for the settlement of your claim on the fore- 
going conditions. 

Very truly yours, 

(Contracting Officer) 
CapTAIN JOHN DoE, 
Contracting Officer. 

The undersigned subcontractor under Gov- 
ernment Contract No. __--.----- , consents to 
the direct settlement by the Government of 
resulting from the termination of Contract 
(Purchase Order) No. -_------ upon the con- 
ditions set forth in the foregoing letter. 

(Subcontractor) 
[JTR 988.2] 


§ 849.988-3 Form of notice to imme- 
diate purchaser of proposed direct set- 
tlement with subcontractor. The follow- 


1 The contracting officer may omit condition 
a or substitute therefor any other authorived 
basis of settlement that he considers reason 
able under the circumstances. He may a 
add other conditions that he considers app! 
priate. 
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ing form will be used in accordance with 
§ 446.663-2. 


ABC Corporation. . 

GENTLEMEN: Pursuant to Section 7 (d) of 
the Contract Settlement Act of 1944, the 
United States of America, acting through the 
undersigned contracting officer, is undertak- 
ing to settle directly the termination claim 
resulting from the 
termination by you of that company’s sub- 
contract (purchase order) under Govern- 
ment Contract No. ...--.....-. The named 
company has consented to have its claim 
settled directly by the Government and the 
Government recognizes its liability for thé 
settlement of that claim to the extent that 
the terminated subcontract (purchase order) 
is allocable to the terminated portion of a 
Government prime contract. You are re- 
lieved of your obligation to negotiate a set- 
tlement of that company’s termination claim 
and you should make no payment to the 
company on account of that claim and 
should include no provision for payment on 
account of that company’s termination claim 
in any application for compensation for the 
termination of your contract. 

You remain liable to pay for any completed 
items delivered under the above subcontract 
(purchase order) prior to the effective date 
of the termination thereof and for any com- 
pleted items to be delivered to you under the 
Notice of Termination. It will also remain 
your responsibility to furnish the Govern- 
ment with the information and assistance 
necessary in the verification of the charges 
of the named company and in relating them 
to the terminated portion of the prime con- 
tract. 

Very truly yours, 


(Contracting Officer) 


(JTR 988.3] 


§ 849.9884 Settlement agreement for 
use when the Government settles directly 
the termination claim of a fixed-price 
subcontractor. The following form will 
be used in accordance with § 846.663-3. 


This agreement, entered into pursuant to 
the Contract Settlement Act of 1944, here- 
inafter called “the Act”, this .....-.- day of 
STATES OF AMERICA, hereinafter called “the 
Government”, represented by the Contract- 
ing Officer executing this Contract, and 
, hereinafter called “the 
Contractor”, 

Witnesseth that: 

Whereas, the Contractor has previously 
entered into a contract for war production 
, which contract 
(hereinafter called “the Contract”) is a sub- 
contract under contract No. ........-... be- 
tween the Government and 
called “the Prime Contract’); 
an 


Whereas, the Contract has been terminated 
8 a result of the termination in whole or 
in part of the Prime Contract for the con- 
venience or at the option of the Govern- 
Ment; and 

Whereas, the Act requires that fair com- 
pensation be provided to war contractors by 
Teason of such termination of their war con- 
tracts, and provides for the settlement by 
’greement of the amount payable as such 
fair compensation; and 

Whereas, the Government, pursuant to 
Section 7 (a) of the Act, has undertaken to 
Settle directly the claim of the Contractor 
for such fair compensation and has so noti- 
fled the Contractor in writing and the Con- 
tractor has consented to such direct settle- 
Ment of its claim; and 

Whereas, the term “Contract termination 
inventory”, as used herein, shall mean all 
Materials (including @ proper part of any 


No. 225——-18 


common materials), determined by the par- 
ties hereto, in connection with this settle- 
ment, to be properly allocable to the termi- 
nated portion of the Contract, except any 
machinery or equipment subject to a sepa- 
rate contract or contract provision specifi- 
cally governing the use or disposition thereof; 
and 


Whereas, the term “subcontract termina- 
tion inventory”, as used herein, shall mean 
all materials (including a proper part of any 
common materials), determined by the par- 
ties to any subcontract under the Contract, 
in connection with the settlement thereof, 
to be properly allocable to the terminated 
portion of any such subcontract, except any 
machinery or equipment subject to a sepa- 
rate contract or contract provision, specifi- 
cally governing the use or disposition there- 
of; 

Now therefore, the parties hereto do mutu- 
ally agree as follows: 

ARTICLE 1—(Insert the appropriate form of 
Article 1 of the Supplemental Settlement 
Agreement for use in settling fixed-price 
prime contracts after complete termination 
(§ 849.981-1)). 

ARTICLE 2—(Insert Article 2 of said agree- 
ment (§ 849.981-1)). 

ARTICLE 3—/(Insert Article 3 of said agree- 
ment (§ 849.981-1)). 

ARTICLE 4—Upon the execution of this 
Agreement (and of the storage agreement(s) 
referred to in Article 1),1 the Government 
agrees to pay to the Contractor, upon pres- 
entation of properly certified invoices or 


vouchers, the sum of 
» representing the sum of 
ousewios (x) less (1) the 


representing partial payments previously 
made on account of the termination claim 
under the Contract and (2) the amount of 
(Zz repre- 
senting all applicable property disposal cred- 
its. Said sum of 
didticweics includes all interest to which the 
Contractor is entitled under the Act, to the 
date of payment.2? Said sum, together with 
all other sums heretofore paid, constitutes 
payment in full and complete settlement of 
the amount due the Contractor by reason of 
the complete termination of work under the 
Contract and of all other claims of the Con- 
tractor under the Contract (for the purpose 
of settling the Prime Contract to which the 
Contract is allocable), and under the Act 
[except as hereinafter provided in Article 5 
of this Agreement].* 

(Insert whichever form of Article 5 is ap- 
plicable. The Contracting Officer should de- 
cide in each case whether the Government 
has any interest, or possible interest, that 
would be protected by its taking an assign- 
ment of the Contract. If so, the first form 
should be used). 

ArRTIcLE 5—In consideration of the pay- 
ment of said sum of 
as aforesaid, the Contractor 


1This phrase is to be inserted only when 
the second form of Article 1 is used. 

2 Where the parties have not included in 
the Agreement a lump sum for interest to the 
date of payment, the following should be sub- 
all interest to which the Contractor is en- 
titled under the Act to the date of execution 
of this Agreement; for each day thereafter 
until final payment hereunder, the Contrac- 
tor shall be entitled to interest at the rate of 
Also, in the next sentence change the words 
“sum” to “sums” and “constitutes” to “con- 
stituted for this sentence: “Said sum of 
stitute”. 

* The phrase in brackets is to be included 
only when the second form of Article 5 is used 
and rights under the Act are excepted from 
the release, © 
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does hereby assign, transfer, and set over to 
the United States of America alt of its right, 
title and interest in and to the Contract and 
all its rights and claims against ~......._. 
wavhulegniaail thereunder, to the extent that the 
Contract is allocable to the terminated por- 
tion of the Prime Contract. (OR) 

ARTICLE 5—In consideration of the payment 
of said sum of 
as aforesaid, the Contractor hereby 
releases the Government from all liability 
with respect to its termination claim under 
the Act and under the Contract. In con- 
sideration of the payment of said sum, the 
Contractor also releases .................-.. 
from all liability and obligation to pay such 
termination claim in connection with the 
settlement of the Prime Contract to which 
the Contract is allocable. Such releases, 
however, shall not apply to the following: 

(Here insert any of the excepted items set 
forth in Article 4 (c) of the fixed price prime 
contract settlement agreement (paragraph 
981.1), or appropriate modifications thereof, 
or other exceptions, which are applicable). 

ARTICLE 6—O/fficials Not to Benefit.—(Insert 
the clause set forth in War Department Pro- 
curement Regulations § 843.322; Navy Pro- 
curement Directives par. 17,601.) 

ARTICLE 7—Covenant against Contingent 
Fees—(Insert the clause set forth in War 
Department Procurement Regulations § 
843.323; Navy Procurement Directives par. 
10,531.) 

ARTICLE 8—Anti-Discrimination.—(W hen 
the third*form of Article 1 is used, insert the 
clause set forth in War Department Procure- 
met Regulations § 843.325; Navy Procure- 
ment Directives par. 17,731.) 

ARTICLE 9—Disputes—(When the third 
form of Article 1 is used, insert the clause 
set forth in War Department Procurement 
Regulations § 843.326; Navy Procurement Di- 
rectives par. 11,604.) 

In witness whereof, etc. 


[JTR 988.4] 


§ 849.989 Settlements of contracts 
with War Supplies Ltd. Settlements of 
contracts with War Supplies Ltd. are set 
forth in the following sections. [JTR 
989] 


$ 849.989-1 Form of certificate by 
War Supplies Ltd. 


To: 


(W. D. establishment) 


(Address) 


Contract No. 
Other identifying numbers 
CP 


Pursuant to the letter understanding dated 
19 July 1944 between the Under Secretary of 
War and War Supplies Limited, War Supplies 
Limited (hereinafter called “the Corpora- 
tion”) certifies as follows: 

1. With respect to the contract above iden- 
tified, including all supplements or amend- 
ments thereto (hereinafter referred to cole 
lectively as “the Contract”), notice was given 
of Termination at the Option of the War De- 
partment by and to the extent indicated in a 
which is annexed hereto, marked Exhibit “1”. 

2. The Corporation, acting through the De- 
partmént of Munitions and Supply, has, to 
the extent thus required by the War Depart- 
ment, terminated the contracts of subcon- 
tractors and suppliers involved in the per- 
formance of the Contract, insofar as amounts 
payable to such subcontractors and suppliers 
in respect of such termination are or may 
become a charge to the Contract. 

3. The Corporation, acting through the De< 
partment of Munitions and Supply, has set- 
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tled the termination claims of such sub- 
contractors and suppliers in accordance with 
the principles and procedures applied gen- 
erally by the Canadian Government in the 
termination of its own contracts’for its con- 
venience. 

4. The Corporation has determined that the 
net amount which is or will be fairly and rea- 
sonably owing by the War Department to 
the Corporation on account of the Contract 
is as follows: 

(a) For completed supplies previously de- 
livered or to be delivered under the Contract 
and the Notice of Termination, at the Con- 
tract prices therefor, less amounts for such 
supplies heretofore invoiced for payment: 


Total for (a) 


(b) For termination settlements made with 
subcontractors and suppliers properly alloca- 
ble to the Contract, less appropriate deduc- 
tions or offsets (and without duplication of 
item (a) above): 

(Note: Identify each settlement. Show the 

“net final payment” [Form M. & S. 1823] 
found to be due the subcontractor or sup- 
plier. Show the amount thereof~which is 
allocable to the Contract, deducting the fol- 
lowing items [which should be separately 
listed| to arrive at the amount due by the 
United States: 
_ (i) The amount of deductions or offsets 
for the value of unfinished materials, work in 
process, tools, equipment, etc. taken over 
from the subcontractor or supplier by the 
Canadian Government, its agencies or wholly 
owned corporations in the course or as part 
of the settlement. Show how such value 
was established. 

(ii) The amount of any charges, costs or 
expenses which under any agreement be- 
tween the War Department and the Corpora- 
tion or the Canadian Government are not to 
be included as factors of cost.) 


Total for (b) 


(c) Net amount of War Department’s lia- 
bility (Total for (a) plus Total for (b)): 

5. The net amount shown in item 4 (c) 
above constitutes a fair and reasonable set- 
tlement of the obligations of the War De- 
partment under the Contract and was ar- 
rived at in accordance with the principles 
and procedures described in the letter under- 
standing dated 19 July 1944. The amounts 
shown in item 4 (b) above as having been 
paid or as being payable to subcontractors 
or suppliers have been certified by the De- 
partment of Munitions and Supply as being 
a fair and reasonable settlement of the claims 
of such subcontractors or suppliers which are 
allocable to the Contract. Dated: ---..... 


(Title) 
[JTR 989.11 


§ 849.989-2 Form of settlement agree- 
ment with War Supplies Lid. 


Supplemental Agreement 
Contract 
This supplemental agreement entered into 
pursuant to the First War Powers Act, 1941, 
Executive Order No. 9001, and the Contract 
Settlement Act of 1944, this _..-.....___ day 
19___. by the United 
States of America, hereinafter called “the 
Government,” represented by 
ee ae executing this contract, and War 
Supplies Limited, hereinafter called “the 
Corporation,” 
Witnesseth that: 
Whereas, the Corporation and the Governe 


ment entered into Contract No. .......-. o 
as amended and supplemented by ~-..------. 
(hereafter referred to collectively’ 


as “the Contract”); and 


Whereas, notice was given with respect to 
the Contract, of Termination at the Option of 
the War Department by and to the extent 
indicated in a Notice dated ...-...---.-.--. 
19__.., copy of which is annexed to the Cer- 
tificate hereafter referred to; and 

Whereas, pursuant to the letter under- 
standing dated 19 July 1944 between the 
Under Secretary of War and the Corporation, 
the Corporation has furnished a Certificate 


which is annexed hereto; 

Now, therefore, it is agreed, pursuant 
to said letter of understanding and Certifi- 
cate, that upon payment by the Government 
to the Corporation of the net amount shown 
in item 4 (c) of the Certificate (and of any 
amounts heretofore invoiced for payment un- 
der the Contract), the Government will be 
released from all further liability and obliga- 
tion under the Contract. 

In witness whereof, the parties hereto have 
executed this contract as of the day and year 
first above written. 


[JTR 989.2] 


[F. R. Doc. 44-16951; Filed, Nov. 4, 1944; 
11: 40 a. m.] 


TITLE 16—COMMERCIAL PRACTICES 
Chapter I—Federal Trade Commission 
[Docket No. 4806] 


Part 3—DIGEst OF CEASE AND DESIST 
ORDERS 


CHARLES F, ROHLEDER, ET AL. 


§ 3.7 Aiding, assisting and abetting 
unfair or unlawful act or practice: § 3.27 
(b) Combining or conspiring—To elimi- 
nate competition—In conspirators’ 
goods: § 3.27 (1) Combining or conspir- 
ing—To submit sham or fictitious bids or 
price quotations: § 3.30 (c5) Cutting off 
competitors’ access to customers or mar- 
ket—Interfering with competitive bids 
or price quotations: § 3.72 (cl10) Offering 
deceptive inducements to purchase or 
deal—Fictitious bids or price quotations: 
§ 3.92 Submitiing sham or’ fictitious bids 
or price quotations, In connection with 
the offering for sale, sale, and distribu- 
tion in commerce, of electric cable, elec- 
tric wire, electric switches, electric con- 
duit, fittings, condulets, potheads, cable- 
heads, transformers, insulators, lighting 
fixtures, lamps, and accessories, or other 
electrical equipment or supplies, and on 
the part of respondent Rohleder (en- 
gaged as general contractor) and re- 
spondents Ward and Baldridge, his 
agents, on the part of respondent Rainey 
(engaged as electrical contractor and also 
as agent of said general contractor), on 
the part of respondent Westinghouse 
Electric Supply Co., on the part of re- 
spondent Walker Brothers (engaged in 
the manufacture and in the purchase and 
sale of electrical equipment and -sup- 
plies), and respondent Callanan, its vice 
president, and on the part of respondent 
Adelphia Electric Co., and respondent 
Leithold, its secretary, and on the part of 
their respective representatives, etc., en- 
tering into, continuing, cooperating in, 
or carrying out any planned common 
course of action, understanding, agree- 
ment, combination, or conspiracy be- 
tween and among any two or more of the 
said respondents, or between any one or 
more of said respondents and any other 


person, partnership, or corporation not 
a party hereto, to (1) convey or assist 
in conveying to buyers or prospective 
buyers, or to any official or awarding 
authority of any Federal agency, or to 
any one contracting with such agency, or 
to any one acting for or on behalf of 
such agency or for or on behalf of any 
contractor with such agency, any repre- 
sentation that any two or more apparent 
sellers are rival bidders or competitors, 
when in reality they are acting collu- 
sively in preparing and submitting bids; 
(2) aid, assist, or cooperate in any man- 
ner in the submission of any sham, ficti- 
tious, fraudulent, or non-competitive bids 
or price quotations to any buyer or pros- 
pective buyer, or to any Federal agency 
or any one acting for or on its behalf, 
or for or on behalf of any party purchas- 
ing material or equipment in fulfillment 
of a contract with such agency; (3) in- 
terfere with or assist in interfering with 
the procurement or consideration of gen- 
uinely competitive bids or price quota- 
tions by any Federal agency or any ofii- 
cial or awarding authority of such 
agency, or any buyer or prospective 
buyer; (4) promote, establish, carry out, 
or continue any act or practice for the 
purpose or with the effect of maintain- 
ing or “presenting a false appearance of 
competition between or among any of 
the respondents or other sellers in the 
submission of price quotations or bids to 
buyers or prospective buyers; or (5) ar- 
range or attempt to arrange for the filing 
of any bid in the name of one ostensibly 
competing bidder when the prices and 
terms are in fact determined by some 
other bidder, or when in fact the bid is 
not a bona fide bid; prohibited, subject 
to the provision, however, that nothing 
contained in this order shall be deemed 
to prohibit any lawful action under any 
lawful license agreement under any 
patent. (Sec. 5, 38 Stat. 719, as amended 
by sec. 3, 52 Stat. 112; 15 U.S.C., sec. 45b) 
[Cease and desist order, Charles F. 
Rohleder et al., Docket 4806, October 10, 
1944] 


At a regular session of the Federal 
Trade Commission, held at its office in 
the City of Washington, D. C., on the 
10th day of October A. D. 1944. 


In the Matter of Charles F. Rohleder; 
Allen McLaine Ward, Individually and 
as an Agent of Respondent Charles F. 
Rohleder; J. R. Baldridge, Jr., Individ- 
ually and as an Agent of Respondent 
Charles F. Rohleder; J. P. Rainey, an 
Individual Trading as J. P. Rainey & 
Company, Individually and as an Agent 
of Charles F. Rohleder; Westinghouse 
Electric Supply Company, a Corpora- 

_ tion; R. R. Dewees, Individually and as 
an Agent of Respondent Westinghouse 
Electric Supply Company; Walker 
Brothers, a Corporation; Anthony M. 
Callanan, Individually and as Vice 
President of Respondent Walker 
Brothers; Adelphia Electric Company, 
a Corporation; and Norman T. Leith- 
old, Individually and as Secretary Of 
Respondent Adelphia Electric Com- 
pany 
This proceeding having been heard by 

the Federal Trade Commission upon 
complaint of the Commission and the 
substitute answers of the respondents, 
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in which answers respondents admit all 
of the material allegations set forth in 
the complaint and waive all intervening 
nrocedure and further hearing as to said 
_acts, and the Commission having made 
its findings as to the facts and its con- 
clusion that respondents have violated 
the provisions of section 5 of the Federal 
Trade Commission Act: 

It is ordered, That respondents Charles 
F. Rohleder; Allen McLaine Ward, indi- 
vidually and as an agent of respondent 
Charles F. Rohleder; J. R. Baldridge, 
Jr., individually and as an agent of re- 
spondent Charles F. Rohleder; J. P. 
Rainey, an individual trading as J. P. 
Rainey & Company, individually and as 
an agent of Charles F. Rohleder; West- 
inghouse Electric Supply Company, a 
corporation; Walker Irothers, a corpo- 
ration; Anthony M. Callanan, individu- 
all, and as vice president of respondent 
Walker Brothers; Adelphia Electric Com- 
pany, a corporation; and Norman T. Lei- 
thold, individually and as secretary of 
respondent Adelphia Electric Company, 
their respective representatives, agents, 
and employees, in connection with the 
offering for sale, sale, and distribution in 
commerce, as “commerce” is defined in 
the Federal Trade Commission Act, of 
electric cable, electric wire, electric 
switches, electric concuit, fittings, con- 
dulcts, potheads, cableheads, transform- 
ers, insulators, lighting fixtures, lamps, 
and accessories, or other electrical equip- 
ment or supplies, do forthwith cease and 
desist from entering into, continuing, co- 
operating in, or carrying out any planned 
common course of action, understanding, 
agreement, combination, or conspiracy 
between and among any two or more of 
the said respondents, or between any one 
or more of said respondents and any 
other person, partnership, or corpora- 
tion not a party hereto, to do or perform 
any of the following acts, things, or 
practices; 

1. Conveying or assisting in conveying 
to buyers or prospective buyers, or to any 
Official or awarding authority of any 
Federal agency, or to any one contract- 
ing with such agency, or to any one act- 
ing for or on behalf of such agency or 
for or on behalf of any contractor with 
such agency, any representation that 
any two or more apparent Sellers are 
rival bidders or competitors, when in 
teality they are acting collusively in pre- 
Paring and submitting bids. 

2. Aiding, assisting, or cooperating in 
ahy manner in the submission of any 
sham, fictitious, fraudulent, or non- 
Competitive bids or price quotations to 
any buyer or prospective buyer, or to any 

deral agency or any one acting for or 
On its behalf, or for or on behalf of any 
party purchasing material or equipment 
in fulfillment of a contract with such 
agency. 

3. Interfering with or assisting in in- 

‘fering with the procurement or con- 
sideration of genuinely competitive bids 
o price quotations by any Federal agency 
any official or awarding authority of 


os agency, or any buyer or prospective 
er. 


4. Promoting, establishing, carrying 
cut, or continuing any act or practice 
the purpose or with the effect of 


maintaining or presenting a false ap- 
pearance of competition between or 
among any of the respondents or other 


_ sellers in the submission of price quota- 


tions or bids to buyers or prospective 
buyers. 

5. Arranging or attempting to arrange 
for the filing of any bid in the name of 
one ostensibly competing bidder when 
the prices and terms are in fact deter- 
mined by some other bidder, or when in 
fact the bid is not a bona fide bid. 

Provided, however, That rfothing con- 
tained in this order shall be deemed to 
prohibit any lawful action under any 
lawful license agreement under any 
patent. 

It is further ordered, For the reason 
appearing in paragraph one of the find- 
ings as to the facts herein, that the com- 
plaint herein be, and the same hereby is, 
dismissed as to respondent R. R. Dewees. 

It is further ordered, That the re- 
spondents shall, within sixty (60) days 
after the service upon them of this order, 
file with the Commission a report in 
writing setting forth in detail the man- 
ner and form in which they have com- 
plied with this order. 


By the Commission. 


[SEAL] . OtTts B. JOHNSON, 
Secretary. 
[F. R. Doc, 44-17162; Filed, Nov. 9, 1944; 


11:17 a. m.] 


TITLE 25—INDIANS 


Chapter I—Office of Indian Affairs, De- 
3 partment of the Interior 


Subchapter F—Education of Indians 


Part 46—EpDUCATION OF INDIANS UNDER 
STATE CONTRACT 


PAYMENTS AND INSURANCE 


The following sections of these regula- 
tions are amended to read as follows: 


$46.11 Basis for payment. Payment 
of sums due the State under a contract 
shall be mace only for Indian pupils hav- 
ing one-quarter or more Indian blood 
who receive educational services from 
schools receiving financial assistance 
from federal funds provided by the con- 
tract. All payments shall be made to 
the designated state official for distribu- 
tion to individual schools in accordance 
with the approved budget, but the total 
of all payments shall not exceed the 
amount of the contract or the amount 
earned at the rate per pupil per day 
specified in the contract. 


§ 46.15 When payments made. Pay- 
ment may be made in three or nine in- 
stallments as provided by the contract, 
except as provided by § 46.16 and 46.16a 
of this part. Where three payments are 
to be made they shall be for periods end- 
ing approximately November 30, Feb- 
ruary 28 and May 31. When nine pay- 
ments are to be made, the, shall be for 
the periods ending approximately the 
last day of the month of September, and 
the last day of each succeeding month, 
including May of each year. 
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$46.17 Vouchers required. Payments 
will be made at the end of each period 
in accordance with the provisions of the 
contract on vouchers, in duplicate, sub- 
mitted through the Area Superintendent 
of Indian Education or his designated 
representatives, or through the official 
designated by the contract. On the orig- 
inal of such voucher, the Chief State 
School Official or his designated repre- 
sentative shall certify that services have 
been rendered in accordance with the 
provisions of the contract and the reg- 
ulations in this part. In addition to the 
regular certificate on each voucher, the 
final voucher shall set forth the number 
of children enrolled, the total days at- 
tended, and the total amount earned for 
the fiscal year. Attendance Reports of 
Teachers or County Superintendents 
shall not be attached to vouchers. Such 
reports shall be retained in the office of 
the State Department of Education and 
shall be available for inspection when re- 
quired. 


$46.20 Insurance covering noner- 
pendable properiy. When nonexpend- 
able government property is turned over 
to public school authorities under a per- 
mit as required by § 46.19 of this part, the 
permittee shall insure such property 
against damage by fire, windstorm and 
tornado in amounts and with companies > 
satisfactory to the superintendent of the 
Indian agency charged with responsibil- 
ity for the property, In case of damage 
or destruction of such property by fire, 
windstorm, or tornado, the insurance 
money collected shall be expended only 
for repair or replacement of such prop- 
erty. 


(Sec. 3, 49 Stat. 1459; 25 U.S.C., Sup., 454) 


Oscar L. CHAPMAN, 
Assistant Secretary of the Interior. 


NOVEMBER 4, 1944. 


[F. R. Doc. 44-17179; Filed, Nov. 9, 1944; 
11:46 a. m.] 


TITLE 26—INTERNAL REVENUE 
Chapter I—Bureau of Internal Revenue 
Subchapter C—Miscellaneous Excise Taxes 


Part 314—Taxes ON GASOLINE, LUBRICAT- 
ING OIL, AND MATCHES 


Part 314 Taxes on Gasoline, Lubricat- 
ing Oil, and Matches is amended to read 
as follows: 


SUBPART A—INTRODUCTORY 


Sec. 
314.0 Scope of regulations. 
SUBPART B—GENERAL PROVISIONS 

314.1 Meaning of terms. 

314.2 Effective period. 

3143 Liability for tax. 

3144 When tax attaches. 

314.5 Sales of taxable articles by persons 
other than the manufacturer 
thereof. 

3146 Tax on use by manufacturer, pro- 
ducer, or importer. 

$14.7 Registration—Generally. 
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Sec. 

314.8 Registration—Producers of gasoline 
and lubricating oil. 

3149 Bonding (gasoline and lubricating 
oil). 

314.10 Cancellation clause in bond. 


SUBPART C—-GENERAL EXEMPTIONS 


314.20 Tax-free sales. 

314.21 Articles sold to manufacturers. 

314.22 Articles sold for resale to manufac- 
turers. 

314.23 Proof of right to exemption. 

314.24 Sales to States or political subdivi- 
sions thereof. 

314.25 Sales for export. 

314.26 Proof of exportation. 

314.27 Shipments to possessions of the 
United States. 

314.28 Exemption of certain supplies for 
certain vessels. 

314.29 Exemption of certain supplies for 
aircraft. 

SUBPART D—GASOLINE 

314.30 Use of terms. 

314.31 Scope of tax. 

314.32 Sales to producers of gasoline. 

314.33 Sales of benzol, benzene, naphtha, or 
other taxable liquids to nonmotor 
fuel users. 

314.34 Use by producer or importer, 

314.35 Rate of tax. 

SUBPART E—LUBRICATING OILS 

314.40 Use of terms. 

314.41 Scope of tax. 

314.42 Sales to manufacturers of lubricating 
oil for resale. 

314.43 Sales of oil for nonlubricating uses. 

314.44 Rate of tax. 

SUBPART F—MATCHES 

314.50 Scope of tax. 

314.51 Fancy wooden matches, 

314.52 Rate of tax. 

SUBPART G—MISCELLANEOUS PROVISIONS 

314.60 Returns. 

314.61 Payment of taxes. 

314.62 Records. 

314.63 Jeopardy assessment, 

314.64 Credits and refunds. 

314.65 Penalties and interest. 

314.66 Promulgation of regulations. 


AUTHORITY: §§ 314.0 to 314.66, inclusive, is- 
sued under I. R. C. 3450, 53 Stat. 419; 26 
U. S. C. 3450. 


SUBPART A—INTRODUCTORY 


§ 314.0 Scope of regulations. These 
regulations apply to the excise taxes im- 
posed by Chapter 29, Subchapter A, of 
the Internal Revenue Code, as amended, 
on sales of gasoline, lubricating oil, and 
matches. They deal with the determina- 
tion of tax liability, the computation of 
the tax; the manner of its application, 
the collection and return of tax, the 
—- of penalties, and related mat- 

ers. 

These regulations are applicable only 
with respect to the period beginning 
with the date of approval. For the reg- 
ulations applicable to the period prior 
to such date, see Regulations 44 (1939 
Edition), as amended (26 CFR, Cum, 
Supp., Part 314). 

The import taxes with respect to pe- 
troleum and derivatives imposed by 
Chapter 29, Subchapter B, of the In- 
ternal Revenue Code are not within the 
scope of these regulations. Such taxes 
are administered by the Bureau of Cus- 
toms of the Treasury Department un- 
der other regulations. 


The statutory references are to the 
Internal Revenue Code (53 Stat., Part 1), 
as amended, unless otlterwise stated. 


SUBPART B—GENERAL PROVISIONS 


Sec. 3797. DEFINITIONS [as amended by 
secs. 120 (f), 511, Rev. Act 1942; sec. 10 (i), 
Individual Income Tax Act 1944]. 

(a) When used in this title, where not 
otherwise distinctly expressed or manifestly 
incompatible with the intent thereof— 

(1) Person. The term “person” shall be 
construed to mean and include an individual, 
a trust, estate, partnership, company, or cor- 
poration. 

(2) Partnership and partner. The term 
“partnership” includes a syndicate, group, 
pool, joint venture, or other unincorporated 
organization, through or by means of which 
any business, financial operation, or ven- 
ture is carried on, and which is not, within 
the meaning of this title, a trust or estate 
or a corporation; and the term “partner” 
includes a member in such a syndicate, group, 
pool, joint venture, or organization. 

(3) Corporation. The term “corporation” 
includes associations, joint-stock companies, 
and insurance companies. 

* * 

(9) United States. The term “United 
States” when used in a geographical sense 
includes only the States, the Territories of 
Alaska and Hawaii, and the District of Co- 
lumbia. 

(10) State. The word “State” shall be 
construed to include the Territories and the 
District of Columbia, where such construc- 
tion is necessary to carry out,provisions of 
this title. 

(11) Secretary. The term “Secretary” 
means the Secretary of the Treasury. 

(12) Commissioner. The term “Commis- 
sioner” means the Commissioner of Internal 
Revenue. 

(13) Collector. The term “collector” means 
collector of internal revenue. 

(14) Tarpayer. The term “taxpayer” 
means any person subject to a tax imposed 
by this title. 

(b) Includes and including. The terms 
“includes” and “including” when used in a 
definition contained in this title shall not 
be deemed to exclude other things otherwise 
within the meaning of the term defined. 

* * * 

Sec. 3440. DEFINITION OF SALE [as amended 
by sec. 553 (a), Rev. Act 1941]. 

For the purposes of this chapter the lease 
of an article (including any renewal or any 
extension of a lease or any subsequent lease 
of such article) by the manufacturer, pro- 
ducer, or importer shall be considered a tax- 
able sale of such article. 


§ 314.1 Meaning of terms. As used in 
these regulations: (a) The terms de- 
fined in the applicable provisions of law 
Shall have the meanings so assigned to 
them. 

(b) The term “manufacturer” in- 
cludes producer and importer. 

(c) The term “exporter” means the 
person named as shipper or consignor in 
the export bill of lading. 

(d) The term “exportation” means 
the severance of an article from the mass 
of things belonging within the United 
States and the landing thereof in a for- 
eign country for the purpose of uniting 
it with the mass of things belonging with- 
in such foreign country or within a pos- 
session of the United States. 

(e) The term “possession of the 
United States” includes the Philippine 
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Islands, the Panama Canal Zone, the 
Virgin Islands, Guam, Puerto Rico, 
American Samoa, Wake, and the Mid- 
way Islands. 

(f) The term “sale” means an agree- 
ment whereby the seller transfers the 
property (that is, the title or the sub- 
stantial incidents of ownership) in goods 
to the buyer for a consideration called 
the price, which may consist of money, 
services, or other things. 

(g) The term “taxable article” means 
any article taxable under Chapter 29, 
Subchapter A, of the Internal Revenue 
Code, as amended. 

(h) The term “lease of an article” in- 
cludes any renewal or extension of a lease 
or any subsequent lease of an article. 


Sec. 3415. Errective DATE OF SUBCHAPTER. 


This subchapter shall take effect on the 
first day of that calendar month occurring 
next after the enactment of this title. 


§ 314.2 Effective period, The taxes on 
the sale of gasoline, lubricating oils, and 
matches became effective under Title IV 
of the Revenue Act of 1932 on June 21, 
1932. The applicable provisions of the 
Revenue Act of 1932 were superseded, 
effective March 1, 1939, by provisions of 
the Internal Revenue Code. 


§ 314.3 Liability for tar. Each manu- 
facturer, producer, or importer is liable 
for tax on any sale, lease, or use of a 
taxable article, whether such sale, lease, 
or use is made directly or through an 
agent, except as otherwise provided. See 
Subpart C and §§ 314.5, 314.32, 314.33, 
314.42, and 314.43. 

The tax attaches upon sale or use by 
the manufacturer irrespective of when 
the article was manufactured, produced, 
or imported. 

In the case of a sale on credit, it is 
immaterial whether or not the purchase 
price is actually collected. 


§ 314.4 When tax attaches. In gen- 
eral, the tax attaches when the title to 
the article sold passes from the manu- 
facturer to a purchaser. 

When title passes is dependent upon 
the intention of the parties as gathered 
from the contract of sale and the at- 
tendant circumstances, In the absence 
of expressed intention, the legal rules of 
presumption followed in the jurisdiction 
where the sale is made govern in deter- 
mining when title passes. Generally, 
title passes upon delivery of the article 
to the purchaser or to a carrier for the 
purchaser. 

Where a manufacturer consigns arti- 
cles to a dealer, retaining ownership in 
them until they are disposed of by the 
dealer, title does not pass and the tax 
does not attach until sale by the dealer. 
Likewise, where the relationship between 
a manufacturer and a dealer is that of 
principal and agent, title passes upon 
sale by the dealer, and tax thereupon 
attaches. 


Sec. 3445. SALES BY OTHERS THAN MANU- 
FACTURER, PRODUCER, OR IMPORTER. 

In case any person acquires from the man- 
ufacturer, producer, or importer of an arti- 
cle, by operation of law or as a result of any 
transaction not taxable under this chapter, 


N 
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the right to sell such article, the sale of such 
article by such person shall be taxable under 
this chapter as if made by the manufacturer, 
producer, or importer, and such person shall 
be liable for the tax. 


§ 314.5 Sales of taxable articles by a 
person other than the manufacturer 
thereof. If the property (that is, the 
title or the substantial incidents of own- 
ership) in an article is transferred from 
the manufacturer thereof, and, under 
the law, no tax attaches to such transfer, 
the subsequent sale, lease, or use of the 
article by the transferee is subject to the 
tax. The following paragraphs illustrate 
the application of this rule: 

If a manufacturer, producer, or im- 
porter of any of the articles covered by 
these regulations dies, the surviving 
spouse, child or children, executors or 
administrators, or other legal represent- 
atives, as the case may be, are liable for 
the tax on all such articles sold by them. 

A receiver or trustee in bankruptcy of 
a manufacturer, who conducts or liqui- 
dates a business under a court order, is 
liable for tax on all taxable articles sold 
by him, regardless of whether the arti- 
cles were manufactured or imported be- 
fore or after he took charge of the busi- 
ness. ' 

An assignee for the benefit of creditors 
of a manufacturer is liable for tax with 
respect to all taxable articles sold by him 
as such assignee. 

If one or more members of a partner- 
ship withdraw, and the business is con- 
tinued by the remaining partners, or if 
* new partners are admitted, the new part- 
nership so constituted will be liable for 
tax on all taxable articles sold by it re- 
gardless of when they were manufactured 
or imported. Likewise, a corporation 
which results from a statutory consoli- 
dation is liable for tax on all taxable ar- 
ticles sold by it, and a stockholder who, 
after dissolution of a corporation, con- 
tinues the business is similarly liable with 
respect to all articles which he Sells. 


Src. 3444. USE BY MANUFACTURER, PRODUCER, 
OR IMPORTER [as ,amended by sec. 553 (d) 
Rev. Act. 1941]. 

(a) If— 

(1) Any person manufactures, produces, or 
imports an article (* * *) and uses it 
(otherwise than as material in the manufac- 
ture or production of, or-as a component part 
of, another article to be manufactured or pro- 
duced by him which will be taxable under 
this chapter or sold free of tax by virtue of 
Section 3442, relating to tax-free sales) ; 

* 


He shall be liable for tax under this chapter 
in the same manner as if such article was 
sold by him * * *, 
§3146 Tax on use by manufacturer, 
producer, orimporter. If a person manu- 
factures, produces, or imports an article 
covered by these regulations and uses it 
for any purpose (other than as material 
in the manufacture or production of, or 
aS a component part of, another article 
manufactured or produced by him which 
will be taxable or sold free of tax under 
the provisions of § 314.21 or § 314.22), he 
is liable for tax with respect to the use of 
Such article in the same manner as if it 
were sold by him. 
_The use by any person, in the opera- 
tion of a business in which he is engaged, 


of any taxable article which has been 
manufactured, produced, or imported by 
him or his agent, makes such person lia- 
ble to tax on such use. However, the tax 
on the use of an article will not attach 
in cases where an individual incidentally 
manufactures, produces, or imports for 
his personal use or causes to be manu- 
factured, produced, or imported for such 
use any taxable article. 


$314.7 Registration, generally. 
Every person qualifying as a manufac- 
turer of articles taxable under Chapter 
29, Subchapter A, of the Internal Reve- 
nue Code, as amended (except manufac- 
turers or producers of gasoline (see § 314.- 
30), lubricating oil, tires and inner tubes 
and automobile radios), or as a vendee 
with an established place of business re- 
selling such taxable articles direct to 
manufacturers for use as material in the 
manufacture or production of, or as com- 
ponent parts of, other such taxable ar- 
ticles pursuant to section 3442 (1) and 
(2) (see Subpart C), may be granted a 
certificate of registry on Form 637 upon 
the filing of an application for registry on 
Form 637-A with the collector of inter- 
nal revenue for the district in which is 
located the principal place of business of 
such person (or, if there is no principal 
place of business in the United States, 
with the collector of internal revenue at 
Baltimore, Md.). The application for 
registry must state specifically the nature 
of the applicant’s business. 

Producers or importers of gasoline and 
manufacturers or producers of lubricat- 
ing oil are required to register and give 
bond. (See §§ 314.8 and 314.9.) 

Jobbers or dealers who are not manu- 
facturing or producing taxable articles 
or selling taxable articles direct to manu- 
facturers for use as material in the man- 
ufacture or production of, or as compo- 
nent parts of, taxible articles, and manu- 
facturers of tires and inner tubes and 
automobile radios, are not entitled to pur- 
chase tax free under paragraph (1) or 
(2) of section 3442, and will not be grant- 
ed registration certificates. 

The Commissioner may cancel the reg- 
istration certificate and may deny the 
right to sell or purchase articles tax free 
in any case where he is satisfied that the 
registrant is not a bona fide manufac- 
turer of taxable articles, or is not a ven- 
dee reselling direct to manufacturers of 
such articles, or that tax-free sales are 
being made for purposes not warranted 
by the law and these regulations. 


[Sec. 3412. Tax ON GASOLINE—as modified 
by sec. 210, Rev. Act 1940; and amended by 
sec. 521 (a) (20), Rev. Act 1941] 

(d) Every person subject to tax under this 
section or section 3413 shall, before incurring 
any liability for tax under such sections reg- 
ister with the collector for the district in 
which is located his principal place of busi- 
ness (or if he has no principal place of busi- 
ness in the United States, with the collector 
at Baltimore, Maryland) and shall give a 
bond, to be approved by such collector, con- 
ditioned that he shall not engage in any at- 
tempt, by himself or by collusion with others, 
to defraud the United States of any tax under 
such sections; that he shall render truly and 
completely all returns, statements, and in- 
ventories required by law or regulations in 
pursuance thereof and shall pay all taxes due 
under such sections; and that he shall com- 
ply with all requirements of law and regula- 
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tions in pursuance thereof with respect to 
tax under such sections. Such bond shall be 
in such sum as the collector may require in 
accordance with regulations prescribed by 
the Commissioner with the approval of the 
Secretary, but not less than $2,000. The col- 
lector may from time to time require new or 
additional bond in accordance with this sub- 
section. Every person who fails to register 
or give bond as required by this subsection, 
or who in connection with any purchase of 
gasoline or lubricating oil falsely represents 
himself to be registered and bonded as pro- 
vided by this subsection, or who willfully 
makes any false statement in an application 
for registration under this subsection, shall 
upon conviction thereof be fined not more 
than $5,000 or imprisoned not more than 
five years, or both, together with the costs 
of prosecution. If the Commissioner finds 
that any manufacturer or producer has at 
any time evaded any Federal tax on gasoline 
or lubricating oil, he may revoke the regis- 
tration of such manufacturer or producer, 
and no sale to, or for resale to, such manu- 
facturer or producer thereafter shall be tax- 
free under section 3413, this section, or sec- 
tion 3442, but such manufacturer or producer 
shall not be relieved of the requirement of 
giving bond under this subsection. 


$314.8 Registration; producers of gas- 
oline and lubricating oils. Except as 
hereinafter provided in this section, 
every producer as defined in section 3412 
(c) (1) (see Subpart D) or importer of 
gasoline, and every manufacturer or pro- 
ducer of lubricating oil, must, before in- 
curring any liability for tax with respect 
to gasoline or lubricating oil, make ap- 
plication for registry to the collector for 
the district in which is located his prin- 
cipal place of business (or, if he has no 
principal place of business in the United 
States, to the collector at Baltimore, 
Md.). Form 637-A, Application for 
Registry, which may be obtained from 
the collector, shall be used for this pur- 


" pose. The application for registry must 


describe the products, i. e., gasoline or 
lubricating oils, or both, produced, and 
set forth in detail the equipment and 
facilities maintained for the production 
thereof, the equipment actually employed 
and methods used in such production, 
the ingredients or materials utilized, and 
the percentage that the sales of gasoline 
or lubricating oils of his own production 
are of his total sales of such product. 

Upon receipt of Form 637-A properly 
executed, and upon acceptance of the 
bond provided for in § 314.9, the collector 
will furnish to the applicant Form 637, 
Certificate of Registry, bearing his reg- 
istration number. This certificate is not 
transferable from one person to another. 
In case of a change in the location of 
the principal place of business within the 
district in which registered, the collector 
shall be promptly notified. If the prin- 
cipal place of business is transferred 
from one collection district to another, 
@ new application for a certificate of reg- 
istry must be filed promptly with the 
collector for the distriet in which the 
new principal place of business is located. 

The number of the certificate of reg- 
istry must appear on each exemption 
certificate used by the registrant in pur- 
chasing gasoline or lubricating oil tax 
free for use, further manufacture, or 
resale, 

Those persons holding certificates of 
registry on- Form 637 issued prior to the 
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promulgation of these regulations will 
not be required to reregister. 

In case any importer or producer of 
gasoline or manufacturer or producer of 
lubricating oil fails to register and give 
bond in accordance with the statute as 
quoted above, he will be liable for the 
penalty imposed thereby. 

If the Commissioner finds that any 
importer or producer of gasoline or man- 
ufacturer or producer of lubricating oil 
has at any time evaded any Federal tax 
on gasoline or lubricating oil, he may 
revoke the registration certificate is- 
sued to such person, and thereafter no 
sale to, or sale for resale to, such per- 
son shall be made tax free. The revo- 
cation of a certificate of registry will not 
relieve such person of the requirement 
of giving a bond in accordance with 
§ 314.9. 

Persons (other than refiners, com- 
pounders, blenders, dealers selling exclu- 
sively to producers of gasoline, or actual 
producers of gasoline) who, pursuant to 
section 3442 (2), purchase gasoline tax 
free for resale to producers of gasoline 
for use by them as material in the man- 
ufacture or production of, or as a com- 
ponent part of, taxable articles will not 
be required to register and give bond 
as producers of the gasoline purchased 
tax free unless the Commissioner finds 
that, by reason of abuse of the privilege 
of buying tax free, such persons are sub- 
ject to tax under section 3412 of the In- 
ternal Revenue Code. Such purchasers 
for resale will, however, be required to 
register in accordance with § 314.7. 

For special provisions relative to the 
registration of dealers, other than deal- 
ers selling exclusively to producers of 
gasoline, permitted to purchase gasoline 


or lubricating oil tax free for resale di- | 


rect to manufacturers of taxable articles, 
see § 314.7. 

For special provisions relative to in- 
spection of records of importers or pro- 
ducers of gasoline and manufacturers 
of lubricating oil by internal-revenue of- 
ficers, or officers of any State or Terri- 
tory, or political subdivision thereof, or 
the District of Columbia, charged with 
the enforcement or collection of any tax 
on gasoline or lubricating oil, see § 314.62. 

Every person who fails to register as 
required by this section is liable for the 
penalties imposed by law. 


§ 314.9 Bonding. ‘Every producer or 
importer of gasoline and every manufac- 
turer or producer of lubricating oil re- 
quired to register in accordance with 
§ 314.8 must give a bond on Form 928, 
in duplicate, with his application for 
certificate of registry. Such bond shall 
be in a sum equivalent to the approxi- 
mate amount of tax which might be in-* 
curred by him during an average 3-month 
period at the rates of tax then in effect, 
but in no case shall the bond be for less 
than $2,000. 

If the amount of the bond so calculated 
would exceed $30,000, the collector may 
accept a bond for not less than $30,000. 
In such cases there shall be submitted 
to the collector for transmittal to the 
Commissioner all facts pertaining to the 
ownership and value of the property and 
equipment which will be of assistance to 


the Commissioner in determining 
whether a larger bond should be required 
from the applicant. In transmitting this 
data the collector shall submit his recom- 
mendation as to the acceptance of the 
bond. 

The amount of the bond shall be a 
multiple of $100. Where the sum equiva- 
lent to the approximate amount of tax 
which could be incurred during the 3- 
month period is an odd amount, the 
amount of the bond shall be increased to 
the next higher multiple of $100. For 
example, if the approximate amount of 
tax likely to be incurred during the 3- 
month period amounts to $6,666.66, the 
amount of the bond shall be $6,700. 

Every person who fails to give a bond 
as required by this section is liable for 
the penalties imposed by law. 


§ 214.10 Cancellation clause of bond. 
Any bond filed on Treasury Department 
Form 928 by a manufacturer or producer 
of lubricating oil or by a producer or im- 
porter of gasoline may be accepted with a 
cancellation clause incorporated therein, 
or annexed thereto, or such cancellation 
clause may be accepted after filing of 
the bond if such clause provides that: -~ 


Any surety on the bond may at any time 
give notice to the principal and the Com- 
missioner of Internal Revenue that he desires 
to be relieved of liability under said bond 
after a date named, which shall be at least 
60 days after the receipt of notice by the 
Commissioner. If the notice is not with- 
drawn in writing prior to the date named 
in the notice, the rights of the principal as 
supported by said bond shall be terminated 
on such date (unless supported by another 
bond or bonds), and the surety shall be re- 
lieved from liability under said bond for 
any acts done wholly subsequent to said date. 
The surety shall, however, remain liable for 


. any unpaid tax liability incurred by the 


principal before cancellation, in addition to 
penalties and interest, unless the principal 
pays such tax and penalties and interest. 
Said notice may not be given by an agent 
of the surety, unless it is accompanied by 
power of attorney duly executed by the surety 
authorizing the agent to give such notice or 
by a verified statement that such power of 


attorney is on file with the Treasury Depart- 


ment, 


Where the cancellation clause is not in- 
corporated in the bond on Form 928, but 
is affixed to or associated therewith, 
either at the time the bond is filed or 
subsequently thereto, or any other change 
in the bond is made after the filing there- 
of, such cancellation clause or other 
change shall be shown on Treasury De- 
partment Form 929, which must be exe- 
cuted by the principal and surety in the 
same manner as the bond. 


SUBPART C—-GENERAL EXEMPTIONS 


Sec. 3442. Tax-FREE SALES [as amended 
by sec. 553 (d), Rev. Act 1941; sec. 307 (a) 
(5), Rev. Act 1943]. 

Under regulations prescribed by the Com- 
missioner with the approval of the Secretary, 
no tax under this chapter shall be imposed 
with respect to the sale of any article— 

(1) For use by the vendee as material in 
the manufacture or production of, or as a 
component part uf, an article enumerated 
in this chapter; 

(2) For resale by the vendee for such use 
by his vendee, if such article is in due course 
so resold; 


For the purposes of this chapter the manu- 
facturer or producer to whom an article is 
sold under paragraph (1) or resold under 
paragraph (2) shall be considered the manu- 
facturer or producer of such article. * * *¢ 


§ 314.20 Taz-free sales. No tax is im- 
posed on any article sold: 

(1) For use by the vendee as material 
in the manufacture or production of, or 
as a component part of, a taxable article: 

(2) For resale by the vendee for such 
use by his vendee if such article is in due 
course so resold. 


The exemption certificates required by 
§§ 314.21 and 314.22 must in every case 
show the registration number of the 
vendee. (See § 314.7.) 


§ 314.21 Articles sold to manufactur- 
ers. To establish the right to exemption 
with respect to an article sold for use by 
the purchaser as material in the manu- 
facture or production of, or.as a com- 
ponent part of, a taxable article, the 
manufacturer must obtain from his ven- 
dee, prior to or at the time of sale, and 
retain in his possession, a certificate as 
outlined in this section, showing that the 
vendee is a manufacturer of taxable ar- 
ticles and that the article purchased is 
to be used by him as material in the 
manufacture or production of another 
taxable article or as a component part 
of such an article. 

A manufacturer who purchases an ar- 


‘ticle under an exemption certificate for 


use in the manufacture or production of 
a taxable article shall be considered the 
manufacturer of the article so purchased, 
and is liable for tax on his use or resale 
of the article unless the exempt char- 
acter of the use or resale is established. 

Following is the form of exemption 
certificate which will be acceptable for 
purposes of this section and which must 
be adhered to in substance: 


EXEMPTION CERTIFICATE 


(Purchases for further manufacture under 
section 3442 (1) of the Internal Revenue 
Code) 


(Date) 

The undersigned hereby certifies that he 
is a manufacturer or producer of articles 
taxable under Chapter 29, Subchapter A, 
of the Internal Revenue Code, as amended, 
and holds certificate of registry No. ----, 
issued by the collector of internal revenue 
ee , and that the article or 
articles specified in the accompanying order 
will be used by him as material in the 
manufacture or production of, or as a com- 
ponent part of, an article or articles enu- 
merated in such Subchapter A, to be manu- 
factured or produced by him. 

It is understood that for all the purposes 
of such Subchapter A the undersigned will 
be considered the manufacturer or producer 
of the articles purchased hereunder, and 
(except as specifically provided by law) must 
pay tax on resale or use, otherwise than 
as specified above, of the articles purchased 
hereunder. It is further understocd that the 
fraudulent use of this certificate to secure 
exemption will subject the undersigned and 
all guilty parties to revocation of the priv!- 
lege of purchasing tax free and to a fine 
of not more than $10,000, or to imprisonment 
for not more than five years, or both, to- 
gether with costs of prosecution. 


(Address ) 


d 
= 
| (Name) 
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If it is impracticable to furnish a sep- 
arate exemption certificate for each or- 
der, a certificate covering all orders 
between given dates (the period not to 
exceed a month) will be acceptable. 

For special provisions with respect to 
tax-free sales of gasoline or lubricating 
oils to manufacturers or producers of 
gasoline or lubricating oils, see §§ 314.32 
and 314.42, 


§ 314.22 Articles sold for resale to 
manufacturers. To establish the right 
to exemption from tax with respect to 
an article sold by the manufacturer to 
any person (either a dealer or another 
manufacturer) for resale without change 
in form direct to a manufacturer for use 
by him as material in the manufacture 
or production of a taxable article or as 
a component part thereof, it is necessary 
that: 

(a) The manufaeturer and the vendee 
(hereinafter referred to as the “dealer” ) 
each be registered with the collector of 
internal revenue for his respective dis- 
trict in accordance with the provisions 
of § 314.7 or 314.8, as the case may be. 

(b) The manufacturer obtain from the 
dealer prior to or at the time of sale, and 
retain in his possession, a certificate as 
outlined in this section, showing that 
the dealer is engaged in the business of 
selling direct to manufacturers of tax- 
able articles and that the article is to be 
resold by him only for use by his vendee 
as material in the manufacture or pro- 
duction of a taxable article or as a com- 
ponent part thereof, and 

(c) The manufacturer obtain from 
the dealer proof that the article has been 
so resold by the dealer. 

Such proof shall be either (1) a cer- 
tificate obtained by the dealer from his 
vendee showing that such vendee pur- 
chased the article for use in the manu- 
facture or production of a taxable article 
and not for resale, or (2) a sworn state- 
ment by the dealer that he has obtained 
from his vendee, and has in his posses- 
sion, such a certifieate. The certificate 
required by (b) suspends liability for the 
payment of the tax by the manufacturer 
on the sale of such article for a period of 
not more than two months from the date 
when title passes or the date of shipment, 
whichever is prior. 

If within two months the manufac- 
turer has not received the proof required 
by (c), then the temporary suspension 
of liability for the payment of the tax 
ceases and the manufacturer shall in- 
clude the tax on the sale of such article 
in his return for the month in which 
Such 2-month period expires. If such 
Proof later becomes available, a claim 
for refund of tax paid may be filed, or a 
credit taken upon a subsequent return, 
but such action must be taken within 
the 4-year period of limitations pre- 
Scribed by section 3313. 

The exemption applies only where 
there is not more than one intervening 
Sale between the manufacturer of the 
article and the manufacturer purchasing 
it for further manufacture, and the ex- 
empticn certificate is obtained by the 

st manufacturer prior to or at the time 
of his sale. 

Following is the form of exemption 
Certificate which will be acceptable for 


purposes of this section and which must 
be adhered to in substance: 

EXEMPTION CERTIFICATE 
(Purchases for resale under section 3442 (2) of 


the Internal Revenue Code) 
19 


) 

The undersigned hereby certifies that he is 
engaged in the buciness of selling direct to 
manufacturers or producers of articles tax- 
able under Chapter 29, Subchapter A, of the 
Internal Revenue Code, and holds certificate 
of registry No.__.., issued by the collector of 
internal revenue at » and 
that the article or articles specified in the 
accompanying order will be resold by him 
only for use by his vendee as material in the 
manufacture or production of, or as a com- 
ponent’part of, an article or articles enumer- 
ated in such Subchapter A. 

It is understood that the fraudulent use of 
this certificate to secure exemption will sub- 
ject the undersigned and all guilty parties to 
cancellation of the privilege of purchasing 
tax free and to a fine of not more than $10,000 
or to imprisonment for not more than five 
years, or both, together with costs of prose- 
cution. 


If it is impracticable to furnish a sepa- 
rate exemption certificate for each order, 
a certificate covering all orders between 
given dates (the period not to exceed a 
month) will be acceptable. 


$314.23 Proof of right to exemptions. 
Where a manufacturer or a vendee makes 
@ sale under exemption certificate, he 
must use reasonable diligence to satisfy 
himself that the use of the certificate is 
warranted by the law and regulations. 
If the original vendor has knowledge at 
the_time of his sale that the article sold 
by him is not intended for use or resale 
by the vendee as specified in the certifi- 
cate given by the vendee, the original 
vendor is liable for the tax and is not 
relieved of liability by the exemption cer- 
tificate. Where any person attempts to 
defeat the tax imposed on the sale of 
articles covered by these regulations by 
fraudulently giving an exemption certifi- 
cate, he is fable for the penalties imposed 
by law. (See § 314.65.) 

‘Proper records, with the supporting 
orders, invoices, certificates, and sworn 
statements required by these regulations, 
must be maintained with respect to ex- 
empt sales as provided in § 314.62. Such 
evidence must be preserved for a period 
of at least four years from the last day 
of the month following the sale, and must 
be readily accessible for inspection by in- 
ternal revenue officers. If any such doc- 
uments are false or fraudulent, the cuilty 
parties are liable to the penalties pro- 
vided by law. (See § 314.65.) 


[Suc. 3442. TAX-FREE SALES—as amended by 
sec. 553 (d), Rev. Act 1941; sec. 307 (a) (5), 
Rev. Act 1943.] 

[Under regulations prescribed by the Com- 
missioner with the approval of the Secretary, 
no tax under this chapter shall be imposed 
with respect to the sale of any article—] 

(3) For the exclusive use of any State, Ter- 
ritory of the United States, or any political 
subdivision of the foregoing, or the District 
of Columbia. 


$314.24 Exem 
mental uwse—(a) 


sales for govern- 
ales to States or politi- 


of 
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cal subdivisions thereof. No tax attaches 
to articles sold by the manufacturer di- 
rect to any State, Territory of the United 
States, or any Political subdivision of the 
foregoing, or the District of Columbia, 
for its exclusive use, provided the exempt 
character of the sale is established as re- 
quired by these regulations. 

No sale may be made tax free by the 
manufacturer to a dealer for resale to 
any State, Territory of the United States, 
or any political subdivision of the fore- 
going, or the District of Columbia, even 
though it is known at the time of the sale 
that the article will be so resold. How- 
ever, where any dealer resells a tax-paid 
article to any of the governmental units 
named above, for its exclusive use, the 
manufacturer who paid the tax to the 
United States on his sale of the article 
may secure a refund or credit in accord- 
ance with the provisions of § 314.64. 

To establish the right to exemption 
from tax where the sale of an article is 
made by the manufacturer direct to any 
State, Territory of the United States, or 
any political subdivision of the foregoing, 
or the District of Columbia, for its ex- 
clusive use, it is necessary that (1) the 
manufacturer have definite knowledge 
prior to or at the time of sale, that the 
article is purchased for such use, and (2) 
he obtain from an authorized officer of 
the State, Territory of the United States, 
political subdivision, or District of Colum- 
bia, as the case may be, and retain in his 
possession a properly executed exemption 
certificate in the form prescribed by this 
section. 

Where the certificate is not obtained 
prior to the time the manufacturer files 
a return covering taxes due for the month 
during which the sale was made, the man- 
ufacturer must include the tax on such 
sale in such return. However, if the 
certificate is later obtained a claim for 
refund of tax paid may be filed on Form 
843, or a credit taken upon a subsequent 
return, but such action must be taken 
within the 4-year period of limitations 
prescribed by section 3313. See § 314.64. 

The certificate required by this section 
must include an agreement that if the 
articles covered thereby are used other- 
wise than for the exclusive use of the 
State, Territory, political subdivision, or 
the District of Columbia, as the case may 
be, or are resold to employees or others, 
a responsible officer of the State, Terri- 
tory, or political subdivision, or the Dis- 
trict of Columbia, as the case may be, 
will report such fact to the manufacturer. 
The tax applicable to the sale of such 
articles shall be included by the manufac- 
turer in his return for the month during 
which such report is received by him. 

The certificate required by this section 
Per be in substantially the following 

orm: 
EXEMPTION CERTIFICATE 
(For use by States, Territories, or political 
subdivisions thereof, or the District of 
Columbia) 


19.-... 


(Date) 
The undersigned hereby certifies that he is 


ieal subdivision, or District of Columbia) . 


(Title of officer) (State, Territory, or polit- 
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that he is authorized to execute this certifi- 
cate and that the article or articles specified 
in the accompanying ordeg or on the reverse 
side hereof, are purchased from ~-.-.---.---. 

(Name of vendor) 
for the Of oc. 


State, Territory, or political subdivision, or 


It is understood that the exemption from 
tax in the case of sales of articles under this 
exemption certificate to a State, etc., is lim- 
ited to the sale of articles purchased for its 
exclusive use, and it is agreed that if articles 
purchased tax free under this exemption cer- 
tificate are used otherwise or are sold to em- 
ployees or others, such fact will be reported 
by me to the manufacturer of the article or 
articles covered by this certificate. It is also 
understood that the fraudulent use of this 
certificate to secure exemption will subject 
the undersigned and all guilty parties to a 
fine of not more than $10,000, or to imprison- 
ment for not more than five years, or both, 
together with costs of prosecution. 

(Signature) 
(Title of officer) 


The articles covered by the exemption 
certificate must be fully identified as to 
nature, quantity, and date of sale. 

If it is impracticable to furnish a sep- 
- arate certificate for each order or con- 

tract, a certificate covering all orders be- 
tween given dates (the period not to ex- 
ceed a month) will be acceptable. Such 
certificates and proper records of in- 
voices, orders, etc., relative to tax-free 
Sales must be retained as provided in 
§ 314.62 and must be readily accessible 
for inspection by internal revenue offi- 
cers. If a manufacturer’s records with 
respect to any sale claimed to be tax free 
do not include a proper certificate, as 
outlined above, with supporting invoices 
and such other evidence as may be neces- 
sary to establish the exempt character of 
the sale, tax is payable by the manufac- 
turer on such sale. 


(b) Sales to United States. By virtue 


of section 307 of the Revenue Act of 1943 
the exemption from and right to refund 
or credit of tax previously existing with 
respect to an article covered by these 
regulations sold for the exclusive use of 
the United States was withdrawn with 
respect to such article sold on or after 
June 1, 1944, except where such article is 
sold pursuant to a contract entered into 
prior to such date or an agreement or 
change order supplemental to such con- 
tract bearing the same Government con- 
tract number. The exempt character of 
Sales pursuant to such contracts, agree- 
ments or change orders, must be sup- 
ported by exemption certificates, exe- 
cuted by duly authorized officers of the 
United States, in the same form as the 
one outlined in paragraph (a) of this 
section, appropriately amended. 


Sec, 3449. APPLICABILITY OF ADMINISTRATIVE 
PROVISIONS. 

All provisions of law (including penalties) 
applicable in respect of the taxes imposed by 
section 2700 shall, in so far as applicable and 
not inconsistent with this chapter, be appli- 
cable in respect of the taxes imposed by this 
chapter. 

Sec. 2705. EXPorTaTIon, 

Under such rules and regulations as the 


~ Commissioner with the approval of the Secre- 


tary may prescribe, the tax imposed under 


section 2700 (a) shall not apply in respect of 
articles sold or leased for export or for ship- 
ment to a possession of the United States and 
in due course so exported or shipped. Under 
such rules and regulations the amount of any 
internal revenue tex erroneously or illegally 
collected in respect of such articles 50 ex- 
ported or shipped may be refunded to the 
exporter or shipper of the articles, instead of 
to the manufacturer, if the manufacturer 
waives any claim for the amount s0 to be 
refunded. 


§ 314.25 Sales for export. To exempt 
from tax a sale for export it is necessary 
that two conditions be met, namely, (1) 
that the article be identified as having 
been sold by the manufacturer for ex- 
port and (2) that it be exported in due 
course. 

An article will be regarded as having 
been sold by the manufacturer for ex- 
port if the manufacturer has in his 
possession at the time title passes or at 
the time of shipment (whichever is 
prior), (a) written order or contract of 
sale showing that the manufacturer is 
to ship the article to a foreign destina- 
tion; or (b) where delivery by the man- 


. ufacturer is to be made within the United 


States, a sworn statement from the pur- 
chaser showing (1) that the article is 
purchased to fill existing or future orders 
for delivery to a foreign destination; or 
that the article is purchased for resale 
to another person who will export the 


article, and (2) that such article will — 
be transported to its foreign destination - 
in due course prior to use or further - 


manufacture and prior to any resale ex- 
cept for export. 

The written order or contract of sale 
or the sworn statement referred to in 


(a) and (b) of the preceding paragraph ~ 


suspends liability for the payment of 
the tax by the manufacturer on such 


sales for export for a period of six ~ 


months from the date when title passes 
or the date of shipment, whichever is 
prior. If within such period the manu- 


facturer has not received and attached © 


to the order or contract, or sworn state- 
ment, proper “proof of exportation” (see 
§ 314.26), then the temporary suspen- 
sion of the liability for the’ payment of 
the tax ceases and the manufacturer 
shall include the tax on the sale of such 


article in his return for the month in > 


which such 6-month period expires. 

The exemption provided herein is lim- 
ited to sales by the manufacturer for 
export and is not applicable in cases 
where sales of taxable articles are made 
from a dealer’s stock for export even 
though actually exported. 


§ 314.26 Proof of exportation. Ex- 
portation may be evidenced by (1) a 
copy of the export bill of lading issued 
by the delivering carrier, or (2) a cer- 
tificate by the agent or representative 
of the export carrier showing actual 
exportation of the article, or (3) a cer- 
tificate of landing signed by a customs 
officer of the foreign country to which 
the article is exported, or (4) where such 
foreign country has no customs admin- 
istration, a sworn statement of the for- 
eign consignee showing receipt of the 
article. 

In any case where the manufacturer is 
not the exporter, the manufacturer must 
have in his possession an affidavit from 
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the persqn to whom he sold the article 
stating that the article was in fact ex- 
ported in due course by him or was sold 
to another person who in due course ex- 
ported the article. This affidavit must 
state what evidence is available to show 
that the article was in fact exported in 
due course prior to use or further man- 
ufacture and prior to resale in the United 
States other than for export. Such evi- 
dence must be that described in (1), (2), 
(3), or (4) in this section, and the affi- 
davit must show where such evidence is 
readily available for inspection by Goy- 
ernment officers. 

In any case where the manufacturer 
does not have in his possession within 
the 6-month period, proof of exportation 
as outlined herein, the manufacturer 
must pay the tax involved. If proof of 
exportation later becomes available, a 
claim for refund of any tax paid may 
be filed on Form 843, or a credit may be 
taken upon any subsequent monthly re- 


- turn, but such action must be taken 


within the 4-year period of limitations 
prescribed by section 3313. 

In all cases the sales records together 
with the evidence of exportation must be 
preserved by the manufacturer for a pe- 
riod of at least four years from the last 
day of the month following the sale, and 


- must be readily accessible for inspection 


by internal-revenue officers. 


§ 314.27 Shipments to possessions of 
the United States. The same provisions 
as relate to sales for export and proof of 
exportation will apply to sales for ship- 
ment to a possession of the United States. 


~ (See §§ 314.1, 314.25, and 314.26.) 


This exemption does not apply with 
respect to sales of articles for shipment 
to the Territories of Alaska and Hawail 
for the reason that these Territories are 
by a statutory definition included in the 
term “United States.” (See section 
3797 (a) (9).) 


Sec. 3451. EXEMPTION FROM TAX OF CERTAIN 
SUPPLIES FOR VESSELS, 

Under regulations prescribed by the Com- 
missioner, with the approval of the Secretary, 
no tax under this chapter shall be imposed 
upon any article sold for use as fuel supplies, 
ships’ stores, sea stores, or legitimate equip- 
ment on vessels of war of the United States 
or of any foreign nation, vessels employed 
in the fisheries or in the whaling busjness, 
or actually engaged in foreign trade or trade 
between the Atlantic and Pacific ports of the 
United States or between the United States 
and any of its possessions, Articles manu- 
factured or produced with the use of articles 
upon the importation of which tax has been 
paid under this chapter, if laden for use as 
supplies on such vessels, shall be held to be 
exported for the purposes of section 3430. 
The term “vessels” as used in this section 
includes civil aircraft employed in foreign 
trade or trade between the United States and 
any of its possessions, and the term “vessels 
of war of the United States or of any foreign 
nation” includes aircraft owned by the 
United States or by any foreign nation 
and constituting a part of the armed 
forces thereof. The privileges granted under 
this section in respect of civil aircraft em- 
ployed in foreign trade or trade between the 
United States and any of its possessions, in 
respect of aircraft registered in a forelga 
country, shall be allowed only if the Secre- 
tary of the Treasury has been advised by the 
Secretary of Commerce that he has found that 
such foreign country allows, or will ane 
substantially reciprocal privileges in respec 


~ 
tg 
(Governmental unit) 
aoe District of Columbia) 
: 
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of aircraft registered in the United States. 
If the Secretary of the Treasury is advised 
py the Secretary of Commerce that he has 
found that a foreign country has discon- 
tinued or will discontinue the allowance of 
this section shall not apply thereafter in re- 
such* privileges, the privileges granted under 
spect of civil aircraft registered in that for- 
eign country and employed in foreign trade 
or trade between the United States and any 
of its possessions. 


$314.28 Exemption of certain sup- 
plies for certain vessels. No tax attaches 
to the sale by the manufacturer of an 
article covered by these regulations 
where such article is sold by the manu- 
facturer direct for use as fuel supplies, 
ships’ stores, sea stores, or legitimate 
equipment on (1) vessels of war of the 
United States or of any foreign nation, 
(2) vessels employed in the fisheries or 
in the whaling business, (3) vessels ac- 
tually engaged in foreign trade, (4) ves- 
sels actually engaged in trade between 
the Atlantic and Pacific ports of the 
United States, or (5) vessels actually 
engaged in trade between the United 
States and any of its possessions. 

The terms “fuel supplies,” “ships’ 
stores,” and “legitimate equipment” in- 
dude all articles, materials, supplies, 
and equipment necessary for the navi- 
i. propulsion, and upkeep of ves- 
sels. 

The term “sea stores” includes any ar- 
ticle purchased for use or consumption 
by the passengers or crew, or both, of 
a vessel upon its voyage. : 

The term “vessel” includes (a) every 
description of watercraft or other con- 
trivance used, or capable of being used, 
as a means of transportation on water, 
(b) civil aircraft registered in the United 
States and employed in foreign trade 
or in trade between the United States 
and any of its possessions, and (c) civil 
aircraft registered in a foreign country 
and employed in foreign trade or in trade 
between the United States and any of 
its possessions. 

The term “vessels of war of the 
United States or of any foreign nation” 
includes (a) every description of water- 
craft or other contrivance used, or ca- 
pable of being used, as a means of trans- 
portation on water and constituting a 
part of the armed forces of the United 
States or of a foreign nation and (b) air- 
craft owned by the United States or by 
any foreign nation and constituting a 
part of the armed forces thereof. 

The term “trade” includes the trans- 
portation of persons or property for hire 
and the making of the necessary prep- 
aration for such transportation. 

No sale may be made tax free to a 

aler for resale for use as fuel sup- 
Plies, ships’ stores, sea stores, or legiti- 
Mate equipment for the vessels enu- 
merated, even though it is known at the 
time of sale that the article will be so 
resold. However, where any dealer re- 
sells a tax-paid article for such use the 
Manufacturer who paid the tax to the 
United States on his sale of the article 
may secure a refund or credit in ac- 

Cordance with the provisions of § 314.64. 

Tax-free sales under this section must 

restricted to such of the articles cov- 
fred by these regulations as normally 
orm a part of the supplies, stores, or 
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equipment of the vessels enumerated. 
The exemption does not apply to ar- 
ticles which are for resale to passengers 
or members of the crew for consump- 
tion or use otherwise than during the 
voyage of a vessel, or to articles which 
are to be transported for the use of 
others, or to those which are to be used 
in any manner other than as specified in 
this section. Articles may not be sold 
by the manufacturer tax free direct to 
passengers or crew but only to the owner, 
officer, charterer, or authorized agent of 
the vessel. 

The exemption from tax provided for 
under this section is not applicable to 
vessels engaged in trade between domes- 
tic ports on the Pacific Ocean, or be- 
tween domestic ports on the Atlantic 
Ocean and Gulf of Mexico, or engaged 
in trade on the inland waterways of 
the United States. If a vessel is actually 
engaged in a voyage from a port in the 
United States to a foreign port or toa 
port in one of the possessions of the 
United States, or between Atlantic and 
Pacific ports of the United States, the 
exemption from the tax is not destroyed 
because the vessel stops at an interme- 
diate port of call in the United States 
as a part of that voyage to the ulimate 
destination. 

The exemption with respect to civil 
aircraft is more limited than the ex- 
emption with respect to other vessels in 
that it extends only to civil aircraft em- 
ployed in foreign trade, or in trade be- 
tween the United States and any of its 
possessions. Although section 3451 ex- 
empts sales of articles for use as fuel 
supplies, etc., on watercraft engaged in 
trade between the Atlantic and the Pa- 
cific ports of the United States, it does 
not exempt sales of articles for use as 
fuel supplies, etc., on civil aircraft en- 
gaged in trade between such ports. In 
the case of civil aircraft registered in a 
foreign country, the exemption is fur- 
ther limited in that the privilege of ex- 
emption may be granted only so long as 
such foreign country allows a substan- 
tially reciprocal exemption with respect 
to civil aircraft registercd in the United 
States. If a foreign country discontinues 
the allowance of such substantially re- 
ciprocal exemption, the exemption al- 
lowed by the United States will not apply 
after the Secretary of the Treasury is 
notified by the Secretary of Commerce of 
the discontinuance of the exemption al- 
lowed by the foreign country. 

The exemption provided in the case of 
articles sold for the prescribed use on 
vessels employed in the fisheries or in 
the whaling business is limited to articles 
sold by the manufacturer for such use 
on vessels while employed, and to the ex- 
tent employed, exclusively in the fish- 
eries or in the whaling business. 

To establish the right to exemption 
from the tax on the sale of an article 
by the manufacturer direct for use as 
fuel supplies, etc., on the vessels enu- 
merated above, it is necessary that (1) 
the manufacturer have definite knowl- 
edge prior to or at the same time of 
sale that the article was purchased for 
such use, and (2) he obtain from the 
owner, officer, charterer, or authorized 
agent of the vessel and retain in his pos- 
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session a properly executed exemption 
certificate in the form prescribed by 
this section. If articles are sold tax free 
for use on civil aircraft, employed in 
foreign trade or in trade between the 
United States and any of its possessions, 
the exemption certificate must show the 
name of the country in which the air- 
craft is registered. 

Where the certificate is not obtained 
prior to the time the manufacturer files 
a return covering taxes due for the 
month during which the sale was made, 
the manufacturer must include the tax 
on such sale in such return. However, 
if the certificate is later obtained a claim 
for refund of tax paid may be filed on 
Form 843, or a credit taken upon a sub- 
sequent return, but such action must be 
taken within the 4-year period of limita- 
tions prescribed by section 3313. See 
§ 314.64. 

The certificate required by this section 
must include an agreement that if the 
articles covered thereby are disposed of, 
or used, otherwise than as fuel supplies, 
ships’ stores, sea stores, or legitimate 
equipment on the vessel described, the 
person who signed the certificate will re- 
port such fact to the manufacturer. The 
tax applicable to the sale of such arti- 
cles shall be included by the manufac- 
turer in his return for the month during 
which such report is received by him. 

The following form of exemption cer- 
tificate will be acceptable for the pur- 
poses of this section and must be ad- 
hered to in substance: 


EXEMPTION CERTIFICATE 


(For use by purchasers of articles for use 
as fuel supplies, ships’ stores, sea stores, or 
legitimate equipment on certain vessels (sec- 
tion 3451 of the Internal Revenue Code).) - 


(Date) 


(Owner, officer, or charterer) 
, who is 
(Name of principal) 
(Owner or charterer) 
and that the 
(Name of vessel) 

article or articles specified in the accompany- 
ing order, or as specified below or on the re- 
verse side hereof, will be used only for fuel 
supplies, ships’ stores, sea stores, or legiti- 
mate equipment on a vessel belonging to 
the following class: 

(Here state whichever of the following 
classes enumerated in section 3451 is ap- 
propriate: 

(1) Vessels engaged in foreign trade, 

(2) Vessels engaged in trade between the 
Atlantic and Pacific ports of the United 
States, 

(3) Vessels engaged in trade between the 
United States and any of its possessions, 

(4) Vessels employed in the fisheries or 
whaling business, 

(5) Vessels of war of the United States or 

a foreign nation. 
If the artieles are purchased for use on civil 
aircraft engaged in trade as specified in (1) 
or (3) above, state the name of the country 
in which the aircr ft is registered.) 

The undersigned understands that if the 
article is used for any purpose other than as 
stated in this certificate, or is resold or other- 
wise disposed of, he must report such fact 
to the manufacturer. It is understood that 
this certificate may not be used in purchasing 


The undersigned hereby certifies that he is 

((1) or (2), whichever is appropriate) 
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articles tax free for use as fuel supplies, etc., 
on pleasure vessels, or on any type of air- 
craft except (a) civil aircraft employed in 
foreign trade or trade between the United 
States and any of its possessions, and other- 
wise entitled to exemption, and (b) aircraft 
owned by the United States or any foreign 
country and constituting a part of the armed 
forces thereof. It is also understood that 
the fraudulent use of this certificate to secure 
exemption will subject the undersigned and 
all guilty parties to a penalty equivalent to 
the amount of tax due on the sale of the 
article and upon conviction to a fine of not 
more than $10,000, or to imprisonment for 
not more than five years, or both, together 
with costs of prosecution. The undersigned 
also understands that he must be prepared 
to establish by satisfactory evidence the pur- 
pose for which the article was used, 


(Address) 


The articles covered by the exemption 
certificate must be fully identified as to 
nature, quantity, and date of sale. 

If it is impracticable to furnish a sepa- 
rate certificate for each order or con- 
tract, a certificate covering all orders be- 
tween given dates (the period not to ex- 
ceed a month) will be acceptable. Such 
certificates and proper records of in- 
voices, orders, etc., relative to tax-free 
sales must be retained as provided in 
§ 314.62 and must be readily accessible 
for inspection by internal-reverfue offi- 
cers. If a manufacturer’s records with 
respect to any sale claimed to be tax 
free do not include a proper certificate, 
as outlined above, with supporting in- 
voices and such other evidence as may 
be necessary to establish the exempt 
character of the sale, tax is payable by 
the manufacturer on such sale. 


SecTION 317 (b) OF THE TaRIFF ACT OF 1930, AS 
ADDED BY THE ACT APPROVED JUNE 25, 1938 
(52 Srat., 1081) 


(b) The shipment or delivery of any mer- 
chandise for use as supplies (including equip- 
ment) upon, or in the maintenance or re- 
pair of, aircraft registered in any foreign 
country and actually engaged in foreign trade 
or trade between the United States and any 
of its possessions, where such trade by for- 
eign aircraft is permitted, shall be deemed 
an exportation within the meaning of the 
customs and internal-revenue laws applicable 
to the exportation of such merchandise with- 
out the payment of duty or internal-revenue 
tax. 


SecrTION 309 (d) OF THE TaRIFrF ACT oF 1930, as 
AMENDED BY SECTION 5 OF THE ACT APPROVED 
JUNE 25, 1938 (52 Srar., 1080) 


(ad) Reciprocal privileges. The privileges 
granted by this section and section 317 of 
this Act in respect of aircraft registered in a 
foreign country shall be allowed only if the 
Secretary of the Treasury shall have been ad- 
vised by the Secretary of Commerce that he 
has found that such foreign country allows, or 
will allow, substantially reciprocal privileges 
in respect of aircraft registered in the United 
States. If the Secretary of Commerce shall 
advise the Secretary of the Treasury that he 
has found that a foreign country has dis- 
continued, or will discontinue, the allowance 
of such privileges, the privileges granted by 
this section and such section 317 shall not 
apply thereafter in respect of aircraft regis- 
tered in that foreign country. 


§ 314.29 Exemption of certain sup- 
plies for aircraft. Articles sold for use 


on foreign aircraft are, subject to certain 
limitations, considered to be exported 
and therefore subject to the same ex- 
emption as though exported. This ex- 
emption is limited to articles sold for use 
as supplies (including equipment) upon, 
or in the maintenance or repair of, air- 
craft registered in any foreign country 
and actually engaged in foreign trade or 
trade between the United States and any 
of its possessions. The exemption is 
further limited by the requirement that 
the foreign country of registry must al- 
low a substantially reciprocal exemption 
in respect to aircraft registered in the 
United States. 

To exempt from tax a sale for use as 
supplies (including equipment) upon, or 
in the maintenance or repair of, aircraft 
registered in any foreign country (which 
allows substantially reciprocal exemp- 
tion) and actually engaged in foreign 
trade or trade between the United States 
and any of its possessions, it is necessary 
(1) that the article be identified as hav- 
ing been sold by the manufacturer for 
such use and (2) that it be so used in due 
course. An article will be regarded as 
having been sold for use as supplies upon, 
or in the maintenance or repair of, such 
aircraft if the manufacturer has in his 
possession at the time title passes or at 
the time of shipment twhichever is prior) 
a sworn statement from the purchaser 
showing that the article is purchased for 
such use. 

With respect to an article sold by a 
manufacturer for resale for use on for- 
eign aircraft, where it is desired to claim 
exemption, there should be obtained a 
written statement of the owner, officer, 
charterer, or authorized agent of the air- 
craft showing that the article is actually 
purchased for use as supplies upon, or in 
the maintenance or repair of such air- 
craft. Such statement must show the 
name of the country in which the air- 
craft is registered. 

SUBPART D—GASOLINE 


Sec. 3412. Tax ON GASOLINE [as modified by 
sec. 210, Rev. Act 1940; and amended by sec. 
521 (a) (20), Rev Act 1941]. 

(a) There shall be imposed on gasoline 
sold by the producer or importer thereof, or 
by any producer of gasoline, a tax of 114 cents 
a gallon, except that under regulations pre- 
scribed by the Commissioner with the ap- 
proval of the Secretary the tax shall not 
apply in the case of sales to a producer of 
gasoline. 

(b) If a producer or importer uses (other- 
wise than in the production of gasoline) gas- 
oline sold to him free of tax, or produced or 
imported by him, such use shall for the pur- 
poses of this chapter be considered a sale. 
Any person to whom gasoline is sold tax-free 
under this section shall be considered the 
producer of such gasoline. 

(c) As used in this section— 

(1) The term “producer” includes a refiner, 
compounder, or blender, and a dealer selling 
gasoline exclusively to producers of gasoline, 
as well as a producer. 

(2) The term gasoline means (A) all prod- 
ucts commonly or commercially known or 
sold as gasoline (including casinghead and 
natural gasoline), benzol, benzene, or naph- 
tha, regardless of their classifications or uses; 
and (B) any other liquid of a kind prepared, 
advertised, offered for sale or sold for use as, 
or used as, a fuel for the propulsion of motor 
vehicles, motor boats, or airplanes; except 
that it does not include any of the foregoing 
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(other than products commonly or commer. 
cially known or sold as gasoline) sold for use 
otherwise than as a fuel for the propulsion of 
motor vehicles, motor boats, or airplanes, ang 
otherwise than in the manufacture or pro- 
duction of such fuel, and does not include 
kerosene, gas oil, or fuel oil. 


§ 314.30 Use of terms. The term 
“producer” includes a refiner, com- 
pounder, or blender, and a dealer selling 
gasoline exclusively to producers of gas- 
oline, as well as an actual producer. The 
term “producer” also includes any person 
(not included in the preceding sentence) 
to whom gasoline is sold tax free for any 
purpose but such person is considered a 
“producer” only with respect to gasoline 
purchased tax free. The mere blending 
or mixing by any person of gasoline to 
adapt it for seasonal use or to meet the 
requirements of particular vendees, or 
blending which is not a substantial part 
of the blender’s regular year-round bus- 
iness, does not constitute him a producer, 

The term “gasoline” includes: 

(a) All products commonly or com- 
merically known or sold as gasoline, in- 
cluding casinghead and natural gasoline, 
and including any petroleum product Sat- 
isfying the volatility requirements (ex- 
clusive of vapor pressure) of United 
States motor gasoline (United States 
Government Specifications No. VV-G- 
101) regardless of their classifications or 
uses: Provided, however, That liquefied 
gases, such as propane, butane, or pen- 
tane, or mixtures of the same, and any 
product (1) more than 90 percent of 
which is evaporated at 310° F. and having 
an A. S. T. M. octane number less than 70, 
or (2) having a Reid vapor pressure at 
100° F. or more than 30 pounds, shall fall 
within paragraph (b) below. 

(b) Benzol, benzene, naphtha, or any 
other liquid of a kind prepared, adver- 
tised, offered for sale, or sold for use as, 
or used as, a fuel for the propulsion of 
motor vehicles, motor boats, or airplanes, 
which means benzol and benzene and any 


refined, partly refined, or unrefined prod- 


uct, 10 percent of which has been re- 
covered when the thermometer reads 
347° F. (175° C.) or 95 percent of which 
has been recovered when the thermom- 
eter reads 464° F. (240° C.) when sub- 
jected to distillation in accordance with 
the “Standard Method of Test for Dis- 
tillation of Gasoline, Naphtha, Kerosene, 
and Similar Petroleum Products” (A. s. 
T. M. designation: D86) of the American 
Society for Testing Materials, regardiess 
of the trade name under which sold. 
However, such products are not taxable 
as “gasoline” when they are sold under 
an exemption certificate, obtained prior 


- to or at the time of sale by the importer 


or producer, certifying that such products 
are purchased for use (1) otherwise than 
as a fuel for the propulsion of motor ve- 
hicles, motor boats or airplanes, and (2) 
otherwise than in the manufacture oF 
production of such a fuel. This exception 
is limited to the articles named in para- 
graph (b) which are not commonly oF 
commercially known or sold as “gas0- 
line,” as defined in paragraph (a). 

The term “gasoline” does not include 
products commonly or commercially 
known or sold as kerosene, gas oil, or fuel 
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oil, which means any product so desig- 
nated (1) 10 percent of which has not 
been recovered when the thermometer 
reads 347° F. (175° C.) and (2) 95 percent 
of which has not been recovered when 
the thermometer reads 464° F. (240° C.), 
when subjected to distillation in accord- 
ance with the “Standard Method of Test 
for Distillation of Gasoline, Naphtha, 
Kerosine, and Similar Petroleum Prod- 
ucts” (A. S. T. M. designation: D86) of 
the American Society for Testing Ma- 
terials. Products sold as kerosene, gas 
oil or fuel oil which do not fall within 
the specifications of both (1) and (2) 
above, are taxable unless sold for use 
otherwise than as a fuel for the propul- 
sion of motor vehicles, motor boats, or 
airplanes, and otherwise than in the 
manufacture or production of such fuel, 
under a certificate as outlined in § 314.33. 


§314.31 Scope of tar. The tax at- 
taches to the sale or use of gasoline by 
the producer or importer thereof, or by 
any producer of gasoline, regardless of 
when or whether such gasoline was pro- 
duced by him. 

All producers and importers of gaso- 
line must register and give bond to the 
collector, in accordance with the provi- 
sions of §§ 314.8 and 314.9. 


§314.32 Sales to producers of gaso- 
line. Gasoline may be sold tax free by 
a producer of gasoline to other producers 
of gasoline. 

In the case of such sales both the ven- 
dor and the purchaser must be registered 
hg as required by §§ 314.8 and 

To establish the right to exemption 
under this section the vendor must ob- 
tain from the purchaser, prior to or at 
the time of sale, a certificate showing 
that the purchaser is a producer of gaso- 
line. The certificate must bear the regis- 
tration number of the purchaser and 
must also show that the purchaser is 
bonded as required by §$§ 314.8 and 314.9. 
If the records of a producer do not con- 
tain proper certificates, with supporting 
invoices, establishing that the sales were 
exempt, such vendor-producer will be re- 
quired to pay the tax. 

Tax-free sales of gasoline to producers 
of gasoline must be made under an ex- 
emption certificate in substantially the 
following form: . 


EXEMPTION CERTIFICATE 


(For use by producers of gasoline under sec- 
tion 3412 of the Internal Revenue Code) 


, 19 
(Date) 
The undersigned hereby certifies that (1) 


It is understood that the undersigned is 
le for tax as a producer of gasoline with 
"esPect to all gasoline sold or used by him, 
unless specifically exempted by law. It is also 
Understood that the fraudulent use of this 
certificate to secure exemption will subject 
the undersigned and any guilty party to the 
evellation of his certificate of registry and 
4 fine of not more than $10,000, or to im- 


ent for not more than five years, or 
th, together with costs of prosecution. 


(Name) 


(Address) 


When gasoline is sold tax free by a 
producer to another producer of gaso- 
line, or, to a registered dealer in ac- 
cordance with the provisions of § 314.22 
for resale by such dealer for use by his 
vendee in the further manufacture of a 
taxable article, the producer making 
such tax-free sale must use due diligence 
to satisfy himself that the gasoline is 
sold to, or for resale to, a producer of 
gasoline or a manufacturer of other tax- 
able articles, who has complied with the 
applicable provisions of these regulations 
=— respect to registration and bozid- 

g. 

If a producer has reason to question 
the validity of the registration shown by 
any exemption certificate, application 
for information should be made to the 
office of the collector shown to have is- 
sued the registration certificate. 

For special provisions with respect to 
(1) tax-free sales of gasoline to reg- 
istered dealers for resale direct to pro- 
ducers of gasoline; (2) tax-free sales 
of gasoline direct to the United States, 
any State, Territory of the United States, 
or any political subdivision of the fore- 
going, or the District of Columbia, for its 
exclusive use; (3) tax-free sales for ex- 
port or for shipment to possessions of 
the United States; (4) tax-free sales di- 
rect for use of ships’ stores, etc., and (5) 
tax-free sales for use as supplies (includ- 
ing equipment) or in the main- 
tenance or repair of, aircraft registered 
in any foreign country, and actually en- 
gaged in foreign trade or trade between 
the United States and any of its pos- 
sessions, see §§ 314.22, 314.24, 314.25, 
314.27, 314.28, and 314.29. 


$314.33 Sales of benzol, benzene, 
naphtha, or other taxable liquids to non- 
motor fuel users. No tax attaches to 
benzol, benzene, naptha, or any other 
liquid specified in paragraph (b) of 
§ 314.30 (which does not fall within the 
range of the properties of products com- 
monly or commercially known or sold 
as gasoline, as described in paragraph 
(a) of § 314.30) sold by the manufacturer 
direct for use (a) otherwise than as fuel 
for the propulsion of motor vehicles, 
motor boats, or airplanes, and (b) other- 
wise than in the manufacture or pro- 
duction of such fuel. 

No sale of benzol, benzene, naptha, or 
other liquid within the scope of para- 
graph (b) of § 314.30 may be made tax 
free by the producer to a dealer for re- 
sale for nonmotor fuel uses, even though 
it is known at the time of the sale that 
the product will be so resold. However, 
where any dealer resells a tax-paid pro- 
duct for nonmotor fuel uses, the producer 
who paid the tax to the United States 
on his sale of the product may secure a 
refund or credit in accordance with the 
provisions of § 314.64. 

To establish the right to exemption 
from tax where the sale of the product 
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is made by the manufacturer direct to 
a purchaser for use (a) otherwise than 
as a fuel for the propulsion of motor ve- 
hicles, motor boats, or airplanes and (b) 
otherwise than in tle manufacture or 
production of such fuel it is necessary 
that (1) the manufacturer have definite 
knowledge prior to or at the time of 
sale that the product in question is pur- 
chased for such use and (2) he obtain 
from the purchaser and retain in his 
possession a properly executed exemp- 
tion certificate in the form prescribed 
by this section. 

Where the certificate is not obtained 
prior to the time the manufacturer files 
@ return covering taxes due for the 
month during which the sale was made, 
the manufacturer must include the tax 
on such sale in such return. However, 
if the certificate is later obtained a 
claim for refund of tax paid may be 
filed on Form 843, or a credit taken upon 
@ subsequent return, but such action 
must be taken within the 4-year period 
of limitations prescribed by section 3313. 
See § 314.64. The articles covered by 
the exemption certificate must be fully 
identified as to nature, quantity, and 
date of sale. 

Following is the form of exemption 
certificate which will be acceptable for 
purposes of this section and which must 
be adhered to in substance: 


EXEMPTION CERTIFICATE 


(For use by purchasers of benzol, benzene, 
naphtha, or other taxable liquid, for pur- 
poses other than as a fuel for the propul- 
sion of motor vehicles, motor boats, or air- 
planes, and otherwise than in the manu- 
facture or production of such fuel under 
section 3412 of the Internal Revenue Code) 

(Date) 
The undersigned purchaser hereby certi- 
(State business and article 
or articles manufactured) 

(State whether benzol, benzene, 

naphtha, or other taxable liquid) 

in the order covered by this certificate will 

not be used as a fuel for the propulsion of 

motor vehicles, motor boats, or airplanes, 

and will not be used in the manufacture 

or production of such fuel, but will be used 
for the following purpose: 


The undersigned understands that if the 
benzol, benzene, naptha, or other taxable 
liquid is used, sold, or otherwise disposed 
of except as above stated, he will be liable 
for the tax upon such use, sale, or other 
disposition of such product. It is under- 
stood that the fraudulent use of this cer- 
tificate to secure exemption will subject the 
undersigned and all guilty parties to a fine 
of not more than $10,000, or to imprison- 
ment for not more than five years, or both, 
together with costs of prosecution. The 
undersigned also understands that he must 
be prepared to establish by competent evi- 
dence that the product was actually used 
for the purpose or purposes for which pur- 
chased as stated in this certificate. 


If it is impracticable to furnish a sep- 
arate certificate for each order or con- 


| 
| &@ producer of gasoline, (2) he has filed 
& bond, which has been accepted by the 
collector of internal revenue at iaiatiinetnaheatisniceidintin 
‘nd (3) he holds certificate of registry No. 
s-----, issued by such collector of internal 
revenue, 
(Address) 
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tract, a certificate covering all orders 
between given dates (the period not to 
exceed a month) will be acceptable. Such 
certificates and proper records of in- 
voices, orders, etc., relative to tax-free 
sales must be retained’ as provided in 
§ 314.62 and must be readily accessible 
for inspection by internal-revenue offi- 
cers. Where the records of an importer 
or producer with respect to any sale 
claimed to be tax free do not contain 
a proper certificate, as outlined above, 
with supporting invoices and such other 
evidence as may be necessary to establish 
the exempt character of the sale, tax is 
payable by the importer or producer on 
such saie. 


§ 314.34 Use by producer or im- 
porter. If gasoline purchased tax free 
by an importer or producer is used by 
him (otherwise than in the production 
of gasoline), such use is considered a sale 
and is taxable. Likewise, if any importer 
or producer uses (otherwise than in the 
production of gasoline) gasoline im- 
ported or produced by him, such use is 
considered a sale and is taxable. 

If a person purchases gasoline tax 
free and uses it for any purpose for which 
exemption is not provided by law, such 
use is taxable. 

The phrase “otherwise than in the pro- 
duction of gasoline” includes any use 
of gasoline by a producer thereof, other 
than as component material in the man- 
ufacture or production of gasoline. 


§ 314.35 Rate of tar. The tax is pay- 
able by the importer or producer thereof, 
or by any producer of gasoline, at the 
rate of 1% cents a gallon. 


SUBPART E—LUBRICATING OILS 


Sec. 3413. Tax ON LUBRICATING OILS [as 
modified by sec. 210, Rev. Act 1940; and 
amended by sec. 521 (a) (21), Rev. Act 1941; 
sec. 608, Rev. Act 1942]. 

There shall be imposed upon lubricating 
olls sold in the United States by the manu- 
facturer or producer a tax at the rate of 6 
cents a gallon, to be paid by the manufac- 
turer cr producer. Every person liable for 
tax under this section shall register and 
file bond as provided in section 3412 (d). 
Under regulations prescribed by the Com- 
missioner with the approval of the Secre- 
tary, no tax shall be imposed under this 
section upon lubricating oils sold to a manu- 
facturer or producer of lubricating oils for 
resale by him, but for the purposes of this 
chapter such vendee shall be considered the 
manufacturer or producer of such lubricating 
oils. 


§ 314.40 Use of terms. The term 
“lubricating oils” as used in these regu- 
lations includes all oils, regardless of 
their origin, which are sold as lubricating 
oil and all oils which are suitable for 
use as a lubricant. 

The term “lubricating oils” does not 
include products of the type commonly 
known as grease. Oleaginous substances 
which are classed as grease and which 
contain oil are not subject to the tax 
when of a worked consistency of less 
than 390 penetration units, or an un- 
worked consistency of less than 360 pene- 
tration units, by the method of test of 
the American Society for Testing Ma- 
terials D-217-33-T. 


tne term “manufacturer” includes 
(1) any person who produces lubricat- 
ing oil by any process of manufacturing, 
refining, or compounding, or any manip- 
ulation involving substantially more than 
mere mixing of taxable oils, (2) any 
person who produces lubricating oil by 
mixing taxable oils with other sub- 
stances, and (3) any person who cleans, 
renovates, or refines used or waste lu- 
bricating oil by any method or process 
which produces an oil substantially 
equivalent to new lubricating oil. x 

The term “manufacturer” does not in- 
clude a person who merely blends or 
mixes two or more taxable lubricating 
oils. 


§ 314.41 Scope of tax. The tax at- 
taches to the sale by the manufacturer of 
lubricating oils. However, no tax at- 
taches to the sale of lubricating oils by 
the importer thereof. Lubricating oils 
imported into the United States are sub- 
ject to a tax of 4 cents a gallon under 
section 3422, upon the importation 
thereof. This tax is administered by 
the Bureau of Customs of the Treasury 
Department. 

All manufacturers of lubricating oils 
must register and give bond in accord- 
ance with provisions of §§ 314.8 and 
314.9. 


§ 314.42 Sales to Manufacturers of 
Lubricating Oil for Resale. No tax at- 
taches to the sale of lubricating oil by 
the manufacturer direct to a manufac- 
turer of lubricating oil for resale by him, 
but for the purposes of the tax such ven- 
dee manufacturer is considered the man- 
ufacturer of such lubricating oil. 

No lubricating oil may be sold tax free 
by one manufacturer of lubricating oil 
to another for resale unless both are 
registered and bonded as manufacturers 
of lubricating oil in accordance with the 
provisions of §§ 314.8 and 314.9. 

All tax-free sales of lubricating oil to 
manufacturers of lubricating oils must 
be made under an exemption certificate 
in substantially the following form: 


EXEMPTION CERTIFICATE 


(For use by manufacturers of lubricating 
oil under section 3413 of the Internal 
Revenue Code) 


The undersigned hereby certifies that (1) 
he is a manufacturer or producer of lubri- 
cating oils, (2) he has filed a bond, which has 
been accepted by the collector of internal 
» (3) he holds 
certificate of registry No. --_- issued by such 
collector of internal revenue, and (4) the 
lubricating oils purchased hereunder are 
for resale by him or use by him as material 
in the manufacture or production of lubri- 
cating oils or as a component part of lubri- 
cating oils to be manufactured or produced 
by him. 

It is understood that the undersigned is 
liable for tax as the manufacturer or pro- 
ducer upon his resale, or uwpon his use other- 
wise than as specified above, of the oils pur- 
chased hereunder, unless specifically ex- 
empted by law. It is also understood that 
the fraudulent use of this certificate to se- 
cure exemption will subject the undersigned 
and any guilty party to the cancellation of 
his certificate of registry and to a fine of not 
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more than $10,000, or to imprisonment for 
not more than five years, or both, together 
with costs of prosecution. 


(Address) 


For special provisions with respect to 
(1) tax-free sales of lubricating oil to 
manufacturers for use in further man- 
ufacture of taxable articles and to reg- 
istered dealers for resale direct to such 
manufacturers; (2) tax-free sales of lu- 
bricating oil direct to the United States, 
any State, Territory of the United States, 
or any political subdivision of the fore- 
going, or the District of Columbia, for 
its exclusive use; (3) tax-free sales for 
export or for shipment to possessions of 
the United States; (4) tax-free sales 
direct for use as ships’ stores, etc.; (5) 
tax-free sales for use as supplies (in- 
cluding equipment) upon, or in the 
maintenance or repair of, aircraft reg- 
istered in any foreign country and ac- 
tually engaged in foreign trade or trade 
between the United States and any of its 
possessions; and (6) tax-free sales of 
lubricating oil direct for nonlubricating 
uses by the purchaser, see §§ 314.22, 
314.24, 314.25, 314.27, 314.28, 314.29, and 
314.43. 


§ 314.43 Sales of oil for nonlubricat- 
ing uses. No tax attaches where oil is 
sold by the manufacturer direct to a 
purchaser who uses it for nonlubricating 
purposes. No sale of oil may be made 
tax free by the manufacturer to a dealer 
for resale for nonlubricating uses even 
though it is known at the time of sale 
that the oil will be so resold. However, 
where any dealer resells tax-paid oil for 
nonlubricating uses, the manufacturer 
who paid the tax to the United States 
on his sale of the oil, may secure a re- 
fund or credit in accordance with the 
provisions of § 314.64. 

To establish the right to exemption 
from tax with respect to lubricating oil 
sold by the manufacturer direct for non- 
lubricating purposes, it is necessary that 
(1) the manufacturer have definite 
knowledge, prior to or at the time of sale, 
that the product is purchased for such 
purposes, and (2) he obtain from the 
purchaser and retain in his possession 4 
properly executed exemption certificate 
in the form prescribed by this section. 

_ Where the certificate is not obtained 
prior to the time the manufacturer files 
a return covering taxes due for the month 
during which the sale was made, the 
manufacturer must include the tax on 
such sale in such return. However, if the 
certificate is later obtained a claim for re- 
fund of tax paid may be filed on Form 
843, or a credit taken upon a subsequent 
return, but such action must be taken 
within the 4-year period of limitations 
prescribed by section 3313. See 5 314.64. 

The certificate required by this section 
must include an agreement that if the 
oil is disposed of, or used otherwise — 
for the nonlubricating purpose for whic. 
purchased, the person who signed a 
exemption certificate will report suc 
fact to the manufacturer. The tax i 
plicable to the sale of such product sh 
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be included by the manufacturer in his 
return for the month during which such 
report is received by him. 

The following is a form of exemption 
certificate which will be acceptable for 
purposes of this section and must be ad- 
hered to in substance: 


EXEMPTION CERTIFICATE 


(For use by purchasers of oil for nonlubricat- 
ing purposes) 
(Date) 

The undersigned purchaser hereby certifies 

that 

(State business and article or 

in ---. and that the oil cov- 

articles manufactured) 

ered by the accompanying order or as specified 

on the reverse side hereof, will not be used or 

resold for lubrication but will be used by him 
for the following purposes: 


The undersigned understands that if the 
oil is used for any purpose other than as 
stated in this certificate, or is resold or other- 
wise disposed of, he must report such fact to 
the manufacturer, otherwise the privilege of 
purchasing tax free may be canceled; that he 
will, if a bonded and registered manufacturer 
of lubricating oil be liable for the tax upon 
his sale of such oil, and that whether or not 
a bonded and registered manufacturer, he 
will, for fraudulent use of the certificate to 
secure exemption, be subject to a penalty 
equivalent to the amount of tax due on the 
sale of the oil and to a fine of not more than 
$10,000, or imprisonment for not more than 
five years, or both, together with the costs of 
prosecution. The undersigned also under- 
stands that he must be prepared to establish 
by competent evidence the purpose for which 
such oil was used. 


The articles covered by the exemption 
certificate must be fully identified as to 
the nature, quantity, and date of sale, 

If it is impracticable to furnish a sep- 
arate certificate for each order or con- 
tract, a certificate covering all orders be- 
tween given dates (the period not to ex- 
ceed a month) will be acceptable. Such 
certificates and proper records of in- 
voices, orders, etc., relative to tax-free 
sales shall be retained as provided in 
§ 314.62 and must be readily accessible 
for inspection by internal-revenue offi- 
cers. If a manufacturer’s records with 
respect to any sale claimed to be tax 
free do not contain a proper certificate, 
as outlined above, with supporting in- 
Voices and such other evidence as may 
be necessary to establish the exempt 
character of the sale, the tax is payable 
by the manufacturer on such sale. 


$314.44 Rate of tar. The tax is pay- 
able by the manufacturer at the rate of 
6 cents per gallon. A manufacturer of 
nonfiuid lubricating oils which are sold 
by weight may use 8 pounds to the gallon 
as a basis for computing and reporting 
the tax upon the sale or use of such oils. 


SUBPART F—MATCHES 


Src. 3409. Tax ON MATCHES [as modified by 
Sec. 210, Rev. Act 1940; and amended by 
Sec. 547 (a), Rev. Act 1941]. 

(a) Manufacturers’ taz. There shall be 
imposed upon matches sold by the manu- 


facturer, producer, or importer, a tax of 2 
cents per 1,000 matches, except that in the 
case of fancy wooden matches and wooden 
matches having a stained, dyed, or colored 
stick or stem, packed in boxes or in bulk, 


the tax shall be 5% cents per 1,000 matches. 


$314.50 Scope of tar. The tax ap- 
plies to all types of matches, including 
waxed matches, parlor matches, safety 
matches, book matches, vestas, etc., re- 
gardless of whether sold in bulk, boxes, 
books, or in any other manner. 


§ 314.51 Fancy wooden matches. A 
fancy wooden match, within the mean- 
ing of the law, is one which has a wooden 
stem and which, in addition to serving 
the purpose of the ordinary match, is 
colored, or decorated, or manufactured 
in such a manner as to be more orna- 
mental or more attractive than the ordi- 
nary match. 


$314.52 Rate of tar. In the case of 
fancy wooden matches and wooden 
matches having a stained, dyed, or col- 
ored stick or stem, the tax payable by 
the manufacturer is at the rate of 5'2 
cents per thousand. 

In the case of all other matches the 
tax payable by the manufacturer is at 
the rate of 2 cents per thousand. 


SUBPART G—ADMINISTRATIVE PROVISIONS 


Sec. 3449. APPLICABILITY OF ADMINISTRA- 
TIVE PROVISIONS. 

All provisions of law (including penalties) 
applicable in respect of the taxes imposed by 
section 2700 shall, in so far as applicable and 
not inconsistent with this chapter, be ap- 
plicable in respect of the taxes imposed by 
this chapter. 

Src. 2711. OTHER LAWS APPLICABLE. 

All administrative, special, or stamp provi- 
sions of law, including the law relating to 
the assessment of taxes, so far as applicable, 
shall be extended to and made a part of this 
subchapter. 

Sec. 2709. RECORDS, STATEMENTS, AND RE- 
TURNS. 

Every person liable to any tax imposed by 
this subchapter, or for the collection thereof, 
shall keep such records, render under cath 
such statements, make such returns, and 
comply with such rules and regulations, as 
the Commissioner, with the approval of the 
Secretary, may from time to time prescribe. 

Src. 3603. NoTICE REQUIRING RECORDS, STATE= 
MENTS, AND SPECIAL RETURNS. 

Whenever in the judgment of the Com- 
missioner necessary he may require any per- 
son, by notice served upon him, to make a 
return, render under oath such statements, 
or keep such records as the Commissioner 
deems sufficient to show whether or not such 
person is liable to tax. 

Sec. 3632. AUTHORITY TO ADMINISTER 
OATHS, TAKE TESTIMONY, AND CERTIFY. 

(a) Internal Revenue personnel—(1) Per- 
sOns in charge of administration of Internal 
Revenue laws generally. Every collector, 
deputy collector, internal revenue agent, and 
internal revenue officer assigned to duty 
under an internal revenue agent, is author- 
ized to administer oaths and to take evidence 
touching any part of the administration of 
the internal revenue laws with which he is 
charged, or where such oaths and evidence 
are authorized by law or regulation author- 
ized by law to be taken. 

(2) Persons in charge of exports and draw- 
backs. Every collector of internal revenue 
and every superintendent of exports and 
drawbacks is authorized to administer such 
oaths and to certify to such papers as may 
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be necessary under any regulation prescribed 
under the authority of the internal revenue 
laws. 

(b) Others. Any oath or affirmation re- 
quired or authorized by any internal revenue 
law or by any regulations made under au- 
thority thereof may be administered by any 
person authorized to administer oaths for 
general purposes by the law of the United 
States, or of any State, Territory, or posses- 
sion of the United States, or of the District of 
Columbia, wherein such oath or affirmation 
is administered, or by any consular officer of 
the United States. This subsection shall not 
be construed as an exclusive enumeration of 
the persons who may administer such oaths 
or affirmations. 

Sec. 3448. RETURN AND PAYMENT OF MANU= 
FACTURERS’ TAXES. 

(a) Every person liable for any tax imposed 
by this chapter other than taxes on importa- 
tion shall make monthly returns under oath 
in duplicate and pay the taxes imposed by 
this chapter to the collector for the district 
in which is located his principal place of 
business or, if he has no principal place of 
business in the United States, then to the 
collector at Baltimore, Maryland. Such re- 
turns shall contain such information and be 
made at such times and in such manner as 
the Commissioner, with the approval of the 
Secretary, may by regulations prescribe. 

(b The tax shall, without assessment by the 
Commissioner or notice from the collector, 
be due and payable to the collector at the 
time so fixed for filing the return. If the tax 
is not-paid when due, there shall be added as 
part of the tax interest at the rate of 6 per 
centum per annum from the time when the 
tax became due until paid. 

Src. 3330. WITNESSING OF RETURNS IN LIEU 
OF OATH. 

The Commissioner, with the approval of 
the Secretary, may by regulation prescribe 
that any return required by any internal rev- 
enue law (except returns required under in- 
come or estate tax laws) to be under oath 
may, if the amount of the tax covered thereby 
ts not in excess of $10, be signed or acknowl- 
edged before two witnesses instead of under 
oath. 

Src. 3614. EXAMINATION OF BOOKS AND WIT- 


NESSES. 

(a) To determine liability of the tarpayer. 
The Commissioner, for the purpose of ascer- 
taining the correctness of any return or for 
the purpose of making a return where none 
has been made, is authorized, by any officer or 
employee of the Bureau of Internal Revenue, 
including the field service, designated by him 
for that purpose, to examine any books, pa- 
pers, records, or memoranda bearing upon the 
matters required to be included in the return, 
and may require the attendance of the person 
rendering the return or of any officer or em- 
ployee of such person, or the attendance of 
any other person having knowledge in the 
premises, and may take his testimony with 
reference to the matter required by law to be 
included in such return, with power to ad- 
minister oaths to such person or persons. 


Sec. 3612. RETURNS EXECUTED BY COMMIS- 
SIONER OR COLLECTOR. 

(a) Authority of collector. If any person 
fails to make and file a return or list at the 
time prescribed by law or by regulation made 
under authority of law, or makes, willfully or 
otherwise, a false or fraudulent return or 
list, the collector or deputy collector shall 
make the return or list from his own knowl- 
edge and from such information as he can 
obtain through testimony or otherwise. 

(b) Authority of commissioner. In any 
such case the Commissioner may, from his 
own knowledge and from such information 
as he can obtain through testimony or other- 
wise— 


13464 


(1) To make return. Make a return, or 

(2) To amend collector’s return. Amend 
any return made by a collector or deputy 
collector. 

(c) Legal status of returns. Any return or 
list so made and subscribed by the Commis- 
fioner, or by a collector or deputy collector 
and approved by the Commissioner, shall be 
prima facie good and sufficient for all legal 
purposes, 


§ 31460 Returns. Each person re- 
quired to report a tax on the sale or use 
of any of the articles covered by these 
regulations, must make a return on Fotm 
726 in accordance with the instructions 
thereon. The return must be made in 
duplicate under oath for each calendar 
month and must be verified before an 
officer duly authorized to administer 
oaths. If the amount of the tax is $10 or 
less, the return may be signed or ac- 
knowleged before two witnesses instead 
of under oath. Such return, together 
with the tax, must be filed with the col- 
lector of the district in which is located 
the principal place of business of the tax- 
payer (or, if he has no principal place of 
business in the United States, with the 
collector at Baltimore, Md.), on or be- 
fore the last day of the month succeeding 
that for which it is made. 

When the last day of the month in 
which the return is due falls on Sunday 
or a legal holiday the return may be filed 
with the collector of internal revenue. or 
his authorized representative, on the 
next secular or business day. A return 
must be forwarded to the collector for 
each month whether or not any liability 
has been incurred for that month. If a 
manufacturer ceases business the last re- 
turn should be marked “Final return.” 


§ 31461 Payment of taxes. All taxes 
are due and payable to the collector of 
internal revenue, without assessment by 
the Commissioner or notice from the col- 
lector, at the time fixed for filing the re- 
turn. If the tax is not paid when due 
there shall be added as part of the tax in- 
terest at the rate of 6 per cent per annum 
from the time the tax became due to the 
actual date of payment or assessment, 
whichever is prior. For provisions with 
respect to interest generally, including 
interest on assessments, see § 314.65. 


[fec. 3412. Tax ON GASOLINE—As modified 
by sec. 210, Rev. Act 1940, and amended by 
sec. 521 (a) (20), Rev. Act. 1941.] 

(e) Under regulations prescribed by the 
Commissioner with the approval of the Sec- 
retary, records required to be kept with re- 
spect to taxes under section 3413, or this 
section, and returns, reports, and statements 
with respect to such taxes filed with the Com- 
missioner or a collector, shall be open to in- 
spection by such officers of any State or Ter- 
ritory or political subdivision thereof or 
the District of Columbia as shall be charged 
with the enforcement or collection of any tax 
on gasoline or lubricating oils. The Commis- 
sioner and each collector shall furnish to any 
of such officers, upon written request, certi- 
fied copies of any such statements, reports, 
or returns filed in his office upon the pay- 
ment of a fee of $1 for each one hundred 
words or fraction thereof in the copy or cop- 
ies requested. 


§ 314.62 Records. Every person re- 
quired to file a return and pay tax on the 
Sale or use of any article covered by 


these regulations must keep accurate 
and complete records and accounts with 
respect to such sale or use. Records 
must be maintained in such a manner as 
to show: 

(a) Quantity on hand at beginning of 
month; 

(b) Quantity produced during the 
month; 

(c) Quantity purchased tax free; 

(ad) Quantity purchased tax paid; 

(e) Quantity sold tax free; 

(f) Quantity sold subject to tax; 

(g) Quantity used in production of 
other taxable commodities; 

(h) Quantity used otherwise; 

(i) Actual wastage; evaporation, and 
other losses, etc.; and 

(j) Quantity on hand at end of month. 

The records must be retained for a 
period of at least four years from the 
date the tax became due, or, in the case 
of tax-free sales, for a period of at least 
four years from the last day of the 
month immediately following that in 
which the sale occurs, and all such rec- 
ords must be available for ready inspec- 
tion by internal-revenue officers. 

The records of a producer of gasoline 
or manufacturer of lubricating oil shall 
be open to inspection by officers of any 
State or Territory, or political subdivi- 
sion thereof, or the District of Columbia, 
who are charged with the enforcement 
or collection of any tax on gasoline or 
lubricating oils. 

The records maintained in the Bureau 
and in the varicus collection districts 
with respect to the taxes imposed on the 
sale or use of gasoline or lubricating oil, 
including all returns, reports, and state- 
ments with respect to such taxes, shall 
be at all times open to inspection by in- 
ternal-revenue officers, or by officers of 
any State or Territory, or political sub- 


‘division thereof, or of the District of 


Columbia, who are charged with the en- 
forcement or collection of any tax on 
gasoline or lubricating oils. Upon writ- 
ten request from officers of a State or 
Territory, or political subdivision thereof, 
or the District of Columbia, for certified 
copies of any such statements, reports, 
or returns filed in the Bureau or the office 
of a collector, the Commissioner or col- 
lector shall furnish to any such officer 
upon payment of a fee of $1 for each 
100 words or fraction thereof, the copy 
or copies requested. 

The books of every person liable to tax 
shall at all times be open for inspection 
by Government officers. Every person 
who fails to keep proper and accurate rec- 
ords as required by this section is liable 
for the penalties imposed by law. (See 
§ 314.65.) 


Sec. 3660. JEOPARDY ASSESSMENT. 

(a) If the Commissioner believes that the 
collection of any tax (other than income tax, 
estate tax, and gift tax) under any pro- 
vision of the internal-revenue laws be jeopar- 
dized by delay, he shall, whether or not the 
time otherwise prescribed by law for making 
return and paying such tax has expired, im- 
mediately assess such tax (together with all 
interest and penalties the assessment of 
which is provided for by law). Such tax, 
penalties, and interest shall thereupon be- 
come immediately due and payable, and im- 
mediate notice and demand shall be made by 
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the collector for the payment thereof. Upon 
failure or refusal to pay such tax, penalty, 
and interest, collection thereof by distraint 
shall be lawful without regard to the period 
prescribed in section 3690. 

(b) The collection of the whole or any 
part of the amount of such assessment may 
be stayed by filing with the collector a bond 
in such amount, not exceeding double the 
amount as to which the stay is desired, and 
with such sureties, as the collector deems 
necessary, conditioned upon the payment of 
the amount collection of which is stayed, at 
the time at which, but for this section, such 
amount would be due. 


§ 314.63 Jeopardy assessment. When- 
ever, in the opinion of the collector, it 
becomes necessary to protect the interests 
of the Government by making an im- 
mediate assessment and collection of the 
tax, the case shall be promptly reported 
to the Commissioner by telegram or let- 
ter. The communication should state the 
full name and address of the person in- 
volved, the amount of taxes due, the 
pericd involved, the collector’s recom- 
mendation and the reason therefor, which 
will enable the Commissioner to assess 
the tax immediately, together with all 
penalties and interest due. Upon as- 
sessment, such tax, penalty, and interest 
shall become immediately due and pay- 
able, and the collector shall forthwith 
issue a notice and demand for payment 
thereof. 

The collection of the whole or any part 
of the amount of the jeopardy asssess- 
ment may be stayed by filing with the 
collector a bond in such amount, not ex- 
ceeding double the sum with respect to 
which the stay is desired, and with such 
sureties as the collector deems necessary, 
conditioned upon the payment of the 
amount, collection of which is stayed, at 
the time at which such amount would 
normally be due. In lieu of surety or 
sureties, the taxpayer may deposit with 
the collector bonds or notes of the United 
States having a par value not less than 
‘the amount of the bond required to be 
furnished, together with an agreement 
authorizing the collector in case of de- 
fault to collect or sell such bonds or notes 
s0 deposited. 

Upon refusal to pay, or failure to pay 
or give bond, the collector will proceed 
immediately to collect the tax, penalty, 
and interest by distraint without regard 
to the period prescribed in section 3690. 


Sec. 3443. CREDITS AND REFUNDS [as amend- 
ed by sec. 553 (d), Rev. Act 1941; sec. 307 (a) 
(6), Rev. Act 1943]. 

(a) A credit against tax under this chap- 
ter, or a refund, may be allowed or made— 

(1) To a manufacturer or producer, in the 
amount of any tax under this chapter which 
has been paid with respect to the sale of any 
article (other than a tire, inner tube, or auto- 
mobile radio taxable under section 3404) pur- 
chased by him and used by him as material 
in the manufacturer or production of, or as 
a component part of, ah article with respect 

.to which tax under this chapter has been 
paid, or which has been sold free of tax by 
virtue of section 3442, relating to tax-free 

sales. 

(2) To any person who has paid tax under 
this chapter with respect to an article, when 
the price on which the tax was based is re- 
adjusted by reason of return or repossession 
of the article or a covering or container, or bY 
a bona fide discount, rebate, or allowance; in 

‘the amount of that part of the tax propor 
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tionate to the part of the price which is re- 
funded or credited. 

(3) To a manufacturer, producer, or im- 
porter, in the amount of tax paid by him 
under this chapter with respect to the sale of 
any article to any vendee, if the manufac- 
turer, preducer, or importer has in his pos- 
session such evidence as the regulations may 
prescribe that— 

(A) Such article was, by any person— 

(i) Resold for the exclusive use of any 
State, Territory of the United States, or any 
political subdivision of the foregoing, or the 
District of Columbia; 


(ii) Used or resold for use as fuel supplies, ~ 


ship’s stores, sea stores, or legitimate equip- 
ment on vessels of war of the United States 
or of any foreign nation, vessels employed in 
the fisheries or in the whaling business, or 
actually engaged in foreign trade or trade 
between the Atlantic and Pacific ports of the 
United States or between the United States 
and any of its possessions; 

(iii) In the case of products embraced in 
paragraph (2) of section 3412 (c) used or re- 
sold for use otherwise than as fuel for the 
propulsion of motor vehicles, motor boats, or 
airplanes, and otherwise than in the produc- 
tion of such fuel: Provided, however, That no 
credit or refund shall be allowed or made 
under this paragraph in the case of sales or 
uses of products commonly or commercially 
known or sold as gasoline, including casing- 
head and natural gasoline; 

(iv) In the case of lubricating oils, used 
or resold for nonlubricating purposes. 


(B) The manufacturer, producer, or im- 
porter has repaid or agreed to repay the 
amount of such tax to the ultimate vendor 
or has obtained the consent of the ultimate 
vendor to the allowance of the credit or 
refund. 

(b) Credit or refund under subsection (a) 
shall be allowed or made only upon com- 
pliance with regulations prescribed by the 
Commissioner with the approval of the Sec- 
retary. 

(c) Interest shall be allowed at the rate of 
6 per centum per annum with respect to any 
amount of tax under this chapter credited or 
refunded, except that no interest shall be 
allowed with respect to any amount of tax 
credited or refunded under the provisions of 
subsection (a) hereof. 

(d) No overpayment of tax under this 
chapter shall be credited or refunded (other- 
wise than under subsection (a)), in pursu- 
ance of a court decision or otherwise, unless 
the person who paid the tax establishes, in 
accordance with regulations prescribed by the 
Commissioner with the approval of the Sec- 
retary, (1) that he has not included the tax 
in the price of the article with respect to 
_ Which it was imposed, or collected the amount 
of tax from the vendee, or (2) that he has 
repaid the amount of the tax to the ultimate 
purchaser of the article, or unless he files 
with the Commissioner written consent of 
such ultimate purchaser to the allowance of 
the credit or refund. 

Src. 3770. AUTHORITY TO MAKE ABATEMENTS, 
CREDITS, AND REFUNDS [As amended by sec. 508 
(b), Second Rev. Act 1940; sec. 4 (c), Current 
Tax Payment Act 1943}. 

(a) To tarpayers—(1) Assessments and 
collections generally. Except as otherwise 
Provided by laW in the case of income, war- 
profits, excess-profits, estate, and gift taxes, 
the Commissioner, subject to regulations pre- 
scribed by the Secretary, is authorized to 
remit, refund, and pay back all taxes errone- 
ously or illegally assessed or collected, all 
Penalties collected without authority, and all 
taxes that appear to be unjustly assessed or 
€xcessive in amount, or in any manner wrong- 
fully collected. 

(2) Assessments and collections after lim- 
ttation period, Any tax (or any interest, pen- 


alty, additional amount, or addition to such 
tax) assessed or paid after the expiration of 
the period of limitation properly applicable 
thereto shall be considered an overpayment 
and shall be credited or refunded to the tax- 
payer if claim therefor is filed within the 
period of limitation for filing such claim. 

(3) Date of allowance. Where the Com- 
missioner has signed a schedule of overas- 
sessments in respect of any internal revenue 
tax imposed by this title, the Revenue Act 
of 1932, or any prior revenue Act, the date 
on which he first signed such schedule (if 
after May 28, 1928) shall be considered as the 
date of allowauce of refund or credit in re- 
spect of such tax. 

Sec. 3771. INTEREST ON OVERPAYMENTS [AS 
amended by Sec. 124 (c), 153 (d), 172 (f) (5), 
Rev. Act 1942; Sec. 4 (e), Current Tax Pay- 
ment Act 1943; act Dec. 17, 1943, 78th Cong. 
1st Sess. (H. R. 3363)]. (a) Rate. Interest 
shall be allowed and paid upon any overpay- 
ment in respect of any internal revenue tax 
at the rate of 6 per centum per annum. 

(b) Period. Such interest shall be allowed 
and paid as follows: 

(1) Credits. In the case of a credit, from 
the date of the overpayment to the due date 
of the amount against which the credit is 
taken, but if the amount against which the 
credit is taken is an additional assessment 
of a tax imposed by the Revenue Act of 1921, 
42 Stat. 227, or any subsequent Revenue Act, 
then to the date of the assessment of that 
amount, 

(2) Refunds. In the case of a refund, 
from the date of the overpayment to a date 
preceding the date of the refund check by 
not more than thirty days, such date to be 
determined by the Commissioner, whether 
or not such refund check is accepted by the 
taxpayer after tender of such check to the 
taxpayer. The acceptance of such check 
shall be without prejudice to any right of 
the taxpayer to claim any additional over- 
payment and interest thereon. 

(c) Additional assessment defined. As 
used in this section the term “additional 
assessment” means a further assessment for 
a tax of the same character previously paid 
in part, and includes the assessment of a 
deficiency of any income or estate tax im- 
posed by the Revenue Act of 1924, 43 Stat. 
253, or by any subsequent Revenue Act. 

Sec. 8313. PERIOD OF LIMITATION UPON RE- 
FUNDS AND CREDITS. All claims for the re- 
funding or crediting of any internal revenue 
tax alleged to have been erroneously or il- 
legally assessed or collected, or of any penalty 
alleged to have been collected without au- 
thority, or of any sum alleged to have been 
excessive or in any manner wrongfully col- 
lected must, except as otherwise provided by 
law in the case of income, war-profits, excess- 
profits, estate, and gift taxes, be presented 
to the Commissioner within four years next 
after the payment of such tax, penalty, or 
sum. The amount of the refund (in the 
cases of taxes other than income, war-profits, 
excess-profits, estate, and gift taxes) shall 
not exceed the portion of the tax, penalty, or 
sum paid during the four years immediately 
preceding the filing of the claim, or if no 
claim was filed, then during the four years 
immediately preceding the allowance of the 
refund. 

Sec. 3774. REFUNDS AFTER PERIODS OF LIMI- 
TATION. 

A refund of any portion of an internal rev- 
enue tax (or any interest, penalty, additional 
amount, or addition to such tax) shall be 
considered erroneous— 

(a) Expiration of period for filing claim. 
If made after the expiration of the period 
of limitation for filing claim therefor, un- 
less within such period claim was filed; or 
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~(b) Disallowance of claim and expiration 
of period for filing suit. In the case of a Claim 
filed within the proper time and disallowed by 
the Commissioner if the refund was made 
after the expiration of the period of limi- 
tation for filing suit, unless— 

(1) Within such period suit was begun 
by the taxpayer, or 

(2) Within such period, the taxpayer and 
the Commissioner agreed in writing to sus- 
pend the running of the statute of limita- 
tions for filing suit from the date of the 
agreement to the date of final decision in 
one or more named cases then pending be- 
fore the Board of Tax Appeals or the courts. 
If such agreement has been entered into, 
the running of such statute of limitations 
shall be suspended in accordance with the 
terms of the agreement. 


Sec. 3775. CREDITS AFTER PERIODS OF LIMITA- 
TATION. 


(a) Period against United States. Any 
credit against a liability in respect of any 
taxable year shail be yoid if any payment in | 
respect of such liability would be considered 
an overpayment under section 3770 (a) (2). 

- (b) Period against tarpayer. A credit of 

an overpayment in respect of any tax shail 
be void if a refund of such overpayment 
—— be considered erroneous under section 

4. 

Sec. 3772. SvurTs FOR REFUND. 

(a) Limitations—(1) Claim.—No suit or 
proceeding shall be maintained in any court 
for the recovery of any internal revenue tax 
alleged to have been erroneously or illegally 
assessed or collected, or of any penalty 
claimed to have been collected without au- 
thority, or of any sum alleged to have been 
excessive or in any manner wrongfully col- 
lected until a claim for refund or credit has 
been duly filed with the Commissioner, ac- 
cording to the provisions of law in that re- 
gard, and the regulations of the Secretary 
established in pursuance thereof. 

(2) Time. No such suit or proceeding shall 
be begun before the expiration of six months 
from the date of filing such claim unless 
the Commissioner renders a decision thereon 
within that time, nor after the expiration of 
two years from the date of mailing by reg- 
istered mail by the Commissioner to the tax- 
payer of a notice of the disallowance of the 
part of the claim to which such suit or pro- 
ceeding relates. 

(3) Reconsideration after mailing of no- 
tice. Any consideration, reconsideration, or 
action by the Commissioner with respect to 
such claim following the mailing of a notice 
by registered mail of disallowance shall not 
operate to extend the period within which 
suit may be begun. This paragraph shall not 
operate (A) to bar a suit or proceeding in 
respect of a claim reopened prior to June 
22, 1936, if such suit or proceeding was not 
barred under the law in effect prior to that 
date, or (B) to prevent the suspension of 
the statute of limitations for filing suit 
under section 3774 (b) (2). 

(b) Protest or duress. Such suit or pro- 
ceeding may be maintained, whether or not 
such tax, penalty, or sum has been paid 
under protest or duress. 

§ 314.64 Credits and refunds. A 
credit against the tax due on the sale 
of any article covered by these regula- 
tions or a refund may be allowed or made 
to a manufacturer in the amount of any 
tax which has been paid by any person 
with respect to the sale of any article 
purchased and used by such manufac- 
turer as material in the manufacture or 
production of, or as a component part of, 
any such article with respect to which 


tax has been paid, or which has been sold 
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free of tax in accordance with the pro- 
visions of § 314.21 or 314.22. In such a 
case, the credit or refund is allowable 
only to the manufacturer who uses such 
tax-paid articles in further manufacture, 
and no credit or refund is allowable to 
the person who paid the tax originally 
on the articles used in such further man- 
ufacture. A claim for refund must be 
supported by evidence showing (1) the 
name and address of the person who 
paid to the United States the tax of which 
refund is claimed, (2) the date of pay- 
ment, (3) the amount of such tax, and 
(4) that the article was so used. A credit 
taken on a return must be supported by 
the same evidence. If it is impossible 
to furnish such evidence with the re- 
turn, a statement to that effect must be 
submitted with the return. The evidence 
supporting such credit must be filed with 
the collector within 30 days after the 
date on which the return is filed. If 
the required evidence is not so filed the 
credit will be disallowed and assessment 
of the tax resulting from the disallow- 
ance will be made on the current assess- 
ment list. 

If any person overpays the tax shown 
to be due on a monthly return, he may 
either file a claim for refund on Form 


843 or take credit for the overpayment © 


against the tax shown to be due on any 
subsequent monthly return. In no case 
shall credit or refund on account of over- 
payment of tax with respect to an ar- 
ticle be allowed (except as provided in 
the preceding paragraph), whether in 
pursuance of a court decision or other- 


wise, unless the taxpayer files a sworn. 


statement explaining satisfactorily the 
reason for claiming the credit or refund 
and establishing (1) that he has not in- 
cluded the tax in the price of the article 
with respect to which it was imposed, or 
collected the amount of the tax from the 


vendee, or (2) that he has either repaid. 


the amount of the tax to the ultimate 
purchaser of the article or has secured 
the written consent of such ultimate pur- 
chaser to the allowance of the credit or 
refund. In the latter case the written 
consent of the ultimate purchaser must 
accompany the sworn statement filed 
with the credit or refund claim. For the 
purpose of the tax the “ultimate pur- 
chaser” is a person who purchases an 
article (1) for consumption, or (2) for 
use in the manufacture of other articles 
and not for resale in the form in which 
purchased. The statement supporting 
the credit or refund claim must also 
show whether any previous claim for 
credit or refund covering the amount in- 
volved, or any part thereof, has been 
filed with the collector or Commissioner. 

A complete and detailed record of each 
overpayment must be kept by the tax- 
payer for a period of at least four years 
from the date any credit is taken or re- 
fund is claimed. 

Where an article sold tax paid by a 
manufacturer to a dealer is resold by the 
dealer or any subsequent owner for a 
purpose or use specified in section 3443 
(a) (3) (A) or is used for such purpose 
or use, the manufacturer may be al- 
lowed a refund, or may take credit 
against the tax shown to be due upon any 
subsequent monthly return, in the 
amount of tax paid by him with respect 


to the sale of such article, provided he 
can establish by satisfactory evidence 
(1) that such article has been used, or 
resold, for one of the uses specified in 
such section, (2) the name and address 
of the uitimate vendor, (3) the name 
and address of the consumer, and the 
use made or to be made of such article, 
(4) the date the tax on his sale of such 
article was paid to the United States, and 
(5) that he has repaid or agreed to repay 
the amount of such tax to the ultimate 
vendor, or has obtained the consent of 
the ultimate vendor to the allowance of 
the credit or refund. 

The evidence required in (1), (2), and 
(3) of the preceding paragraph may be 
established by the manufacturer secur- 
ing from the ultimate vendor (a) the 
original exemption certificate obtained 


by such ultimate vendor from the con- 


sumer, or (b) a sworn statement by the 
ultimate vendor that he has obtained 
from the consumer and has in his pos- 
session such an exemption certificate. 
The consent of the ultimate vendor re- 
quired by (5) o_ the preceding paragraph 


may be indorsed on the certificate or 


made a part of the sworn statement. 


Where a sworn statement is furnished . 


by the ultimate vendor in lieu of the 
original exemption certificate, the ulti- 
mate vendor must incorporate therein a 
statement to the effect that the certif- 
icate and supporting data (1) are re- 


tained by him, (2) will be preserved for 


a period of four years, and (3) will, upon 


request, be forwarded to the manufac- . 
turer at any time within the period for 


use in establishing to the satisfaction of 
internal-revenue officers that a refund 
or credit is justly due. a 

The exemption certificates required b 
this section shall be in a form substan- 
tially the same as those required in the 
case of sales by manufacturers direct to 
users. 

Where a tax-paid article is used by a 
consumer for one or more of the pur- 
poses specified above, the ultimate ven- 
dor may secure from such consumer, in 
lieu of the exemption certificate, a sworn 
statement showing full and complete in- 
formation as to the date of the purchase 
of the article, from whom purchased, the 
quantity and nature of the article, the 
purpose for which used, the amount of 
tax involved, and that the consumer has 
not previously executed any other affi- 
davit of use concerning such article. The 
sworn statement referred to may be fur- 
nished to the manufacturer by the ulti- 
mate vendor as evidence to support the 
credit or refund claimed, or the informa- 
tion appearing therein may be incorpo- 
rated in the affidavit which the ultimate 
vendor files with the manufacturer who 
paid the tax to the Government on the 
sale of the article. 

The affidavit of the ultimate vendor 
shall be in substantially the following 
form: 


AFFIDAVIT OF ULTIMATE VENDOR 
, being duly sworn, de- 


(Name of individual) 
poses and says: that he is the ...-__---.-... « 
(Title) 
Of (ht or is himself the 
(name of vendor if 
other than affant) 
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ultimate vendor of the articles specified below 
or on the reverse side hereof; 

That such articles were purchased by him 
tax paid and resold for use by his vendee 
for the nontaxable purposes indicated and 
not for resale; 

That he has in his possession all of the 
exemption certificates, properly executed, re. 
quired by the law and regulations, to cover 
the sale of the articles specified; 

That the certificates and supporting data 
(1) are retained by him, (2) will be preserved 
for a period of four years, and (3) will, upon 
request, be forwarded to the manufacturer 
any time within the period for use in estab. 
lishing to the satisfaction of internal-revenue 
officers that a refund or credit is justly due; 
and 

That he hereby consents to the allowance 
of a credit or refund to the 


(Name and address of manufacturer) 

in the amount of the tax paid by such man- 
ufacturer with respect to the sale of such 
articles, and that he has not heretofore given 
his consent to the allowance of a credit or 
refund to any other manufacturer and has 
not made application for a refund or credit 
of such Federal Tax from any other source. 
The undersigned understands that the 
fraudulent use of this affidavit to secure 
credit or refund will subject him and all 
guilty parties to a fine of not more than 
$10,000, or to imprisonment for not more 
than 10 years, or both, under section 35 of the 
Criminal Code of. the United States, as 
amended by Act approved April 4, 1938 (52 
Stat., 197). 


(Name) 
Subscribed and sworn to before me this 


Vendor’s invoice. 


Where the amount of tax involved in 
any transaction is $10 or less, any state- 
ment herein required may be signed be- 
fore two witnesses instead of under cath. 

The provisions of section 3451 (see 
§ 314.28), relating to aircraft, apply only 
to sales by manufacturers direct to the 
owners or operators of aircraft, and no 
credit or refund is allowable, either under 
section 3451 or under section 3443 (a) (3) 
(A) (ii) with respect to tax paid on arti- 
cles sold by the manufacturer for resale 
for use on aircraft, regardless of the 
date the sale or resale occurred, and even 
though it is known at the time of the 
manufacturer’s sale that the article will 
be so resold. However, where it can be 
shown that articles were sold by the 
manufacturer in accordance with the 
provisions of section 317 (b) of the Tariff 
Act of 1930, as added by the Act aP- 
proved June 25, 1938, for use as supplies 
(including equipment) upon, or in the 
maintenance or repair of, aircraft regis 
tered in any foreign country and actually 
engaged in foreign trade or trade be- 
tween the United States and any of its 
possessions, the manufacturer who paid 
the tax to the Government may be 4 
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lowed a refund or may take credit against 
the tax due upon any subsequent monthly 
return, provided he has in his possession 
the evidence outlined in § 314.29. 

No credit or refund is allowable for tax 
paid with respect to the sale to the United 
States on or after June 1, 1944, of an 
article covered by these regulations, ex- 
cept in a case where the tax was paid 
pursuant to a sale made under a contract 
entered into prior to June 1, 1944, or an 
agreement or change order supplemental 
to such contract bearing the same 
Government contract number. See 
§ 314.24 (b). 

No credit will be allowed against tax 
' due on the sale of gasoline or lubricating 
oil for the tax paid on importation of 
gasoline or lubricating oil. 


Sec. 3760. CLOSING AGREEMENTS. 

(a) Authorization. The Commissioner (or 
any officer or employee of the Bureau of In- 
ternal Revenue, including the field service, 
authorized in writing by the Commissicner) 
is authorized to enter into an agreement in 
writing with any person relating to the liabil- 
ity of such person (or of the person or estate 
for whom he acts) in respect of any internal 
revenue tax for any taxable period. 

(b) Finality. If such agreement is ap- 
proved by the Secretary, the Under Secretary, 
or an Assistant Secretary, withim such time 
as may be stated in such agreement, or later 
agreed to, such agreement shall be final and 
conclusive, and, except upon a showing of 
fraud or malfeasance, or misrepresentation of 
a material fact— 

(1) The case shall not be reopened as to 
the matters agreed upon or the agreement 
modified, by any officer, employee, or agent 
of the United States, and 

(2) In any suit, action, or proceeding, such 
agreement, or any determination, assessment, 
collection, payment, abatement, refund, or 
credit made in accordance therewith, shall 
not be annulled, modified, set aside, or dis- 
regarded. 

|Sec. 3448. RETURN AND PAYMENT OF MANU- 
FACTURERS’ TAXES.] 

(b) * * * If the tax is not paid when 
due, there shall be added as part of the tax 
interest at the rate of 6 per centum per an- 
num from the time when the tax became 
due until paid. 

|Suc. 3612. RETURNS EXECUTED BY COMMIS- 
SIONER OR COLLECTOR. | 

(d) Additions to Tax—(1) Failure to file 
return. In case of any failure to make and 
file a returm*or list within the term prescribed 
by law, or prescribed by the Commissioner or 
the collector in pursuance of law, the Com- 
missioner shall add to the tax 25 per centum 
of its amount, except that when a return is 
filed after such time and it is shown that 
the failure to file it was due to a reasonable 
cause and not to willful neglect, no such 
addition shall be made to the tax: Provided, 
That in the case of a failure to make and file 
& return required by law, within the time 
prescribed by law or prescribed by the Com- 
missioner in pursuance of law, if the last 
date so prescribed for filing the return is 
after August 30, 1935, then there shall be 
added to the tax, in lieu of such 25 per 
cenium: 5 per centum if the failure is for not 
more than 30 days, with an additional 5 per 
centum for each additional 30 days or fraction 
thereof during which failure continues, not 
to exceed 25 per centum in the aggregate. 

(2) Fraud. In case a false or fraudulent 
Teturn or list is willfully made, the Commis- 
Sioner shall add to the tax 50 per centum of 
its amcunt. 


No. 225-20 


(e) Collection of additions to 
amount added to any tax Under paragraphs 


~ (1) and (2) of subsection (d) shall be col- 


lected at the same time and in the same 
manner and as a part of the tax unless 
the tax has been paid before the discovery 
of the neglect, falsity, or fraud, in which 
case the amount so added shall be collected 
in the same manner as the tax. 

Sec. 3655. NoTICE AND DEMAND FOR TAX. 

(a) Delivery. Where it is not otherwise 
provided, the collector shall in person or 
by deputy, within ten days after receiving 
any list of taxes from the Commissioner, 
give notice to each person liable to pay any 
taxes stated therein, to be left at his dwelling 
or usual place of business, or to be sent by 
mail, stating the amount of such taxes and 
demanding payment thereof. 

(b) Addition to tar for nonpayment. If 
such person does not pay the taxes, within 
ten days after the service or the sending by 
mail of such notice, it shall be the duty 
of the collector or his deputy to collect the 
said taxes with a penalty of 5 per centum 
additional upon the amount of taxes, and 
interest at the rate of 6 per centum per 
annum from the date of such notice to the 
date of payment; except that in the case 


- of income, estate or gift taxes, such penalties 


shall not apply and the interest for non- 

payment of tax shall be such as is specifically 

provided by law with respect to such taxes. 


§ 314.65 Penalties and interest. In 
the case of failure to file a return within 
thesprescribed time, a certain percentage 
of the amount of the tax is added to the 


- tax unless the return is later filed and 
’ failure to file the return within the pre- 


scribed time is shown to the satisfaction 
of the Commissioner to be due to reason- 
able cause and not to willful neglect. 
The amount to be added to the tax is 


’ 5 per cent if the failure is for not more 


than 30 days, with an additional 5 per 
cent for each additional 30 days or frac- 
tion thereof during which failure con- 
tinues, not to exceed 25 per cent in the 
aggregate. 

Failure to pay tax within the time 
fixed for filing returns causes interest to 
accrue automatically, without assess- 
ment of the tax by the Commissioner or 
notice to the taxpayer, to the actual 
date of payment or assessment, which- 
ever is prior. The due date of the tax 
for the purpose of computing interest 
is the last day of the month within which 
the return is required to be filed and the 
tax paid. 

Where assessment is made, and pay- 
ment is not made within 10 days after 
the issuance of the first notice and de- 
mand (Form 17), there will accrue, under 
section 3655, a 5 per cent penalty and 
interest at the rate of 6 per cent per 
annum computed upon the entire assess- 
ment from the date of issuance of Form 
17 until date of payment. Where assess- 
ment is settled by partial payments, in- 
terest is computed at the above-pre- 
scribed rate from the date of the first 
10-day notice through the date of first 
payment and on the balance from the 
next succeeding day to the date of the 
next payment until the assessment is 
paid in full, 

If a claim for abatement is filed with 
the collector within 10 days after the 
date of the issuance of the first notice 
and demand, the 5 per cent penalty does 
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not attach. If the assessment is not 
paid within 10 days after receipt of notice 


_of rejection of the claim, the 5 per cent 


penalty applies. The filing of the claim 
does not stay the collection of interest, 
which continues to run for the full period 
that intervenes between the date of the 
first notice and demand and the date of 
payment. 

If a false or fraudulent return is will- 


fully made, the penalty, under section 


3612 (d) and (e), is 50 per cent of the 
total tax due for the entire period in- 


- volved, including any tax previously 


paid. 

Any person who willfully fails to pay 
any tax due, file return, or keep records, 
or who attempts in any manner to evade 
or defeat the tax, or who fraudulently 
uses any exemption certificate author- 
ized by these regulations, is subject to a 
fine of $10,000, or imprisonment, or both, 
with costs of prosecution, and is also 
liable to a penalty equal to the amount 


_of the tax not paid. These penalties 


apply to an officer or employee who, as 
such officer or employee, is under a duty 
to perform the act in respect of which 
the violation occurs, as well as to a per- 


-son who fails or refuses to perform any 


of the duties imposed by the Code, i. e., 


- pay the tax, make returns, keep records, 


supply information, etc. 
An internal-revenue officer discover- 


. Ing in the course of his duty information 


leading him to suspect a possible viola- 


tion of any law with the enforcement 


of which he is not directly concerned 
should immediately report the matter to 
the Commissioner, who is authorized to 
communicate with the proper depart- 


involved. 


Sec. 2707. PENALTIES. 

(a) Any person who willfully fails to pay, 
collect, or truthfully account for and pay 
over the tax imposed by section 2700 (a), or 
willfully attempts in any manner to evade 
or defeat any such tax or the payment there- 
of, shall, in addition to other penalties pro- 
vided by law, be liable to a penalty of the 
amount of the tax evaded, or not paid, col- 
lected, or accounted for and paid over, to be 


- assessed and collected in the same manner 


as taxes are assessed and collected. No pen- 
alty shall be assessed under this subsection 
for any offense for which a penalty may be 
assessed under authority of section 3612. 

(b) Any person required under this sub- 
chapter to pay any tax, or required by law 
or regulations made under authority thereof 
to make a return, keep any records, or supply 
any information, for the purposes of the 
computation, assessment, or collection of 
any tax imposed by this subchapter who 
willfully fails to pay such tax, make such 
returns, keep such records, or supply such 
information, at the time or times required 
by law or regulations, shall, in addition to 
other penalties provided by law, be guilty of 
a misdemeanor and, upon conviction thereof, 
be fined not more than $10,000, or impris- 
oned for not more than one year, or both, 
together with the costs of prosecution. 

(c) Any person required under this sub- 
chapter to collect, account for and pay over 
any tax imposed by this subchapter, who 
willfully fails to collect or truthfully account 
for and pay over such tax, and any person 
who willfully attempts in any manner to 
evade or defeat any tax imposed by this sub- 
chapter or the payment thereof, shall, in 
addition to other penalties provided by law, 
be guilty of a felony and, upon conviction 
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thereof, be fined not more than $10,000, or 
imprisoned for not more than five years, or 
both, together with the costs of prosecution. 

(d) The term “person” as used in this sec- 
tion includes an officer or employee of a cor- 
poration, or a member or employee of a part- 
nership, who as such officer, employee, or 
member is under a duty to perform the act 
in respect of which the violation occurs. 

Sec. 3710. SURRENDER OF PROPERTY SUBJECT 
TO DISTRAINT. 

(a) Requirement. Any person in possés- 
sion of property, or rights to property, sub- 
ject to distraint, upon which a levy has been 
made, shall, upon demand by the collector 
or deputy collector making such levy, surren- 
der such property or rights to such collector 
or deputy, unless such property or right is, 
at the time of such demand, subject to an 
attachment or execution under any judicial 
process. - 

~ (b) PENALTY FoR VIOLATION. Any person 
who fails or refuses to so surrender any of 
such property or rights shall be liable in his 
own person and estate to the United States 
in a sum equal to the value of the property 
or rights not so surrendered, but not exceed- 
ing the amount of the taxes (including pen- 
alties and interest) for the collection of 
which such levy has been made, together 
with costs and interests from the date of 
such levy. 

(c) PERSON DEFINED. The term “person” 
as used in this section includes an officer 
or employee of a corporation or @ member 
or employee of a partnership, who as such 
officer, employee, or member is under a duty 
to perform the act in respect of which the 
violation occurs. 

{[Sec. 3793. PENALTIES AND FORFEITURES.] 

(b) FRAUDULENT RETURNS, AFFIDAVITS, AND 
CLaImMs—(1) ASSISTANCE IN PREPARATION OR 
PRESENTATION .—Any person who willfully aids 
or assists in, or procures, counsels, or advises 
the preparation or presentation under, or 
in connection with any matter arising under, 
the internal revenue laws, of a false or 
fraudulent return, affidavit, claim, or docu- 
ment, shall (whether or not such falsity or 
fraud is with the knowledge or consent of 
the person authorized or required to present 
such return, affidavit, claim, or document) 
be guilty of a felony, and, upon conviction 
thereof, be fined not more than $10,000, or 
imprisoned for not more than five years, or 
both, together with the costs of prosecution. 

(2) Person defined. The term “person” 
as used in this subsection includes an of- 
ficer or employee of a corporation or a mem- 
ber or employee of a partnership, who as 
such officer, employee, or member is under 
a duty to perform the act in respect of which 
the violation occurs. 

Sec. 4047. PENALTIES. 

(a) DISCLOSURE OF INFORMATION BY OFFICERS 
AND EMPLOYEES OF THE UNITED STATES—(1) 
OPERATIONS OF MANUFACTUREER OF PRODUCER. 
It shall be unlawful for any collector, deputy 
collector, agent, clerk, or other officer or 
employee of the United States to divulge 
or to make known in any manner whatever 
not provided by law to any person the oper- 
ations, style of work, or apparatus of any 
manufacturer or producer visited by him in 
the discharge of his official duties; and any 
offense against the foregoing provision shall 
be a misdemeanor and be punished by a fine 
not exceeding $1,000 or by imprisonment 
not exceeding one year, or both, at the dis- 
cretion of the court; and the offender shall 
be dismissed from office or discharged from 
employment. The provisions of this para- 
graph shall apply to internal revenue agents 
as fully as to internal revenue officers. 


Secrion 35, CrrmrnaL CopE OF THE UNITED 
SraTes, aS AMENDED BY THE AcT APPROVED 
Apri. 4, 1938 (52 Srar., 197) 


(A) Whoever shall make or cause to be 
made or present or cause to be presented, 


for,payment or approval, to or by any person 
or officer in the civil, military, or naval serv- 
ice of the United States, or any department 
thereof, or any corporation in which the 
United States of America is a stockholder, 
any claim upon or against the Government 
of the United States, or any department or 
Officer thereof, or any corporation in which 
the United States of America is a stockholder, 
knowing such claim to be false, fictitious, 
or fraudulent; or whoever shall knowingly 
and willfully falsify or conceal or cover up 
by any trick, sche. 1e, or device a material 
fact, or make or cause to be made any false 
or fraudulent statements or representations, 
or make or use or cause to be made or used 
any false bill, receipt, voucher, roll, account, 
claim, certificate, affidavit, or disposition, 
knowing the same to contain any fraudulent 
or fictitious statement or entry in any mat- 
ter within the jurisdiction of any depart- 
ment or agency of the United States or of 
any corporation in which the United States 
of America is a stockholder; or whoever shall 
enter into any agreement, combination, or 
conspiracy to defraud the Government of 
the United States, or any department or 
officer thereof, or any corporation in which 
the United States of America is a stockholder, 
by obtaining or aiding to obtain the pay- 
ment or allowance of any false or fraudulent 
claim; *.* * shall be fined not more 
than $10,000 or imprisoned not more than 
ten years, or both. 
* * * 

[Sec. 3412. Tax ON GASOLINE—As modified 
by sec. 210, Rev. Act 1940, and amended by 
sec 521 (a) (20), Rev. Act 1941.] 

(d) * * * Every person who fails to 
register or give bond as required by this sub- 
section, or who in connection with any pur- 
chase of gasoline or lubricating oil falsely 
represents himself to be registered and 
bonded as provided by this subsection, or 
who willfully makes any false statement in 
an application for registration under this 
subsection, shall upon conviction thereof 
be fined not more than $5,000 or imprisoned 
not more than five years, or both, together 
with the costs of prosecution. * * * 

Sec. 3325. PENALTIES FOR FALSE STATEMENTS 
TO PURCHASERS REGARDING TAX. 

Whoever in connection with the sale or 
lease, or offer for sale or lease, of any article, 
or for the purpose of making such sale or 
lease, makes any statement, written or oral, 
(1) intended or calculated to lead any per- 
son to believe that any part of the price at 
which such article is sold or leased, or offered 
for sale or lease, consists of a tax imposed 
under the authority of the United States, or 
(2) ascribing a particular part of such price 
to a tax imposed under the authority of the 
United States, knowing that such statement 
is false or that the tax is not so great as the 
portion of such price ascribed to such tax, 
shall be guilty of a misdemeanor and upon 
conviction thereof shall be punished by a 
fine of not more than $1,000 or by imprison- 
ment not exceeding one year, or both, 

Sec. 3658. FRACTIONAL PARTS OF A CENT, 

In the payment of any tax under this title 
not payable by stamp a fractional part of a 
cent shall be disregarded unless it amounts 
to one-half cent or more, in which case it 
shall be increased to 1 cent. 

Sec. 3450. RULES AND REGULATIONS, 

The Commissioner, with the approval of 
the Secretary, shall prescribe and publish all 
needful rules and regulations for the en- 
forcement of this chapter in so far as it re- 
lates to the taxes on articles sold by the man- 
ufacturer, producer, or importer. 


§ 314.66 Promulgation of regulations. 
In pursuance of the provisions of the law, 
the foregoing regulations are made and 
promulgated to supersede, as of the date 
approved, the provisions of Regulations 
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44, approved November 20, 1939, as 
amended (26 CFR, Part 314). 


[SEAL] JOSEPH D. NuNAN, Jr., 
Commissioner of Internal Revenue, 


Approved: November 7, 1944. 


HERBERT E. GASTON, 
Acting Secretary of the Treasury. 


[F. R. Doc, 44-17153; Filed, Nov. 8, 1944; 
12:23 p. m.] 


TITLE 32—NATIONAL DEFENSE 
Chapter IX—War Production Board 


AvuTHORITY: Regulations in this chapter 
unless otherwise noted at the end of docu- 
ments affected, issued under sec. 2 (a), 54 
Stat. 676, as amended by 55 Stat. 236 and 56 
Stat. 177; E.O. 9024, 7 F.R. 329; E.O. 9040, 7 
F.R. 527; E.O. 9125, 7 F.R. 2719; W.P.B. Reg. 1 
as amended Dec. 31, 1943, 9 F.R. 64. 


Part 3290—TeExTILE, CLOTHING AND 
LEATHER 


[Conservation Order M-217, as Amended 


Nov. 9, 1944] 
FOOTWEAR 


The fulfillment of requirements for the 
defense of the United States has created 
a@ shortage in the supply of shoe manu- 
facturing material for defense for pri- 
vate account and for export; and the fol- 
lowing order is deemed necessary and 
appropriate in the public interest and to 


_ promote the national defense: 


§ 3290.191 Conservation Order M- 
217—(a) Applicability of priorities regu- 
lations. This order and all transactions 
affected thereby are subject to all appli- 
cable regulations of the War Production 
Board and Conservation Order M-328, as 
amended from time to time, except as 
follows: 

(1) Priorities Regulation 17 shall be in- 
applicable to footwear. 

(2) Military footwear which has been 
rejected by Government inspectors and 
stamped to indicate its rejection may be 
sold without regard to Paragraph 944.11 
of Priorities Regulation 1 or paragraph 
(e) (3) of Conservation Order M-328. 

(b) Definitions, For the purposes of 
this order: 

(1) “Put into process” means the first 
cutting of leather or fabric in the manu- 
facture of footwear. 

(2) “Footwear” includes house slip- 
pers, but does not include (i) rubber 
footwear or (ii) foot covering designed 
to be worn over shoes and utilizing no 
leather. 

(3) “Work shoes” means any shoes oF 
boots with unlined quarters which are 
designed to be worn at any form of work 
requiring specially heavy or substantially 
made footwear. 

(4) “Horizontal quarter seams” means 
seams on quarters running at a predomi- 
nantly horizontal direction (i. e. parallel 
to the sole). 

(5) “Design and construction” of foot- 
wear means the make-up of the foot- 
wear in every detail, so that any tw0 
items of footwear of the same design 
and construction are necessarily identi- 


‘cal, except in size; but does not refer 


to the means whereby the footwear is 
manufactured. 
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(6) “Cattle hide leather” means any 
leather (including splits) made from 
cattle hides, including hides of bulls, 
cows, and steers, and calf and kip skins 
(but excluding slunks) and shall also in- 
clude buffalo hides. 

(7) [Deleted Nov. 9, 1944.] 


(8) “House slippers” means any foot- 
wear designed exclusively for indoor or 
house wear. 

(9) [Deleted Mar. 9, 1944] 

(10) “Line” means footwear of any one 
of the following types: 

Men's dress, 

Men's work, 

Youths’ and boys’, 

Women’s and growing girls’, 

Misses’ and children’s, 

Infants’, 

House slippers, 

Athletic, 

Men’s safety shoes, and 

Women’s safety shoes, 


to the extent that such type of footwear 
is manufactured for sale in the same 
manufacturer’s price range; Provided, 
That: 

(i) Footwear of substantially identical 
kind and quality sold in more than one 
price range to different types of pur- 
chasers shall be deemed one line; and 

(ii) In case the sale by the manufac- 
turer is at retail or to a purchaser which 
controls, is controlled by, or is subject 
to common control with, the manufac- 
turer, then the applicable price range 
shall be the retail price range. 

(iii) Up to a net wholesale price of 
$1.75 a pair misses’ and children’s foot- 
wear (not including slippers) may be 
deemed one line, and youths’ and boys’ 
agiaa (not including slippers) one 
ine. 

(11) “Price range” shall have the usual 
trade significance, provided that the 
highest list price in the range does not 
exceed the lowest in the range by more 
than ten (10%) per cent, or twenty-five 
(25) cents a pair, whichever is the 
greater, and that no range may overlap 
any other range. 

(12) “Military footwear” means mili- 
tary type footwear purchased by the 
Army or Navy of the United States (ex- 
cluding post exchanges and ship’s serv- 
ice stores, wherever situated), the United 
States Naval Academy at Annapolis, 
Maryland, the United States Military 
Academy at West Point, New York, the 
United States Maritime Commission, the 
Panama Canal, the Coast and Geodetic 
Survey, the Coast Guard, the Civil 
Aeronautics Authority. the National Ad- 
visory Committee for Aeronautics, the 
Office of Scientific Research and De- 
velopment,» the War Shipping Admin- 
istration, the Government of any of the 
following countries: Belgium, China, 
Czechoslovakia, Free France, Greece, 
Iceland, the Netherlands, Norway, Po- 
land, Russia, Turkey, the United King- 
dom (including its Dominions, Crown 


Colonies and Protectorates) and Yugo- 
Slavia; military type footwear purchased 
by any agency of the United States for 
delivery to or for the account of the 
Government of any country listed above, 
or any other country, including those 
in the Western Hemisphere, pursuant to 


the Act of March 11, 1941, entitled “An 


Act to Promote the Defense of the United 
States” (Lend-Lease Act); and custom- 
made footwear delivered for personnel 
of the Army or Navy of the United States: 

(13) “Civilian footwear” as used in 
paragraph (i) includes all footwear ex- 
cept military footwear and rubber foot- 
wear, 

(14) “Six months’ base period” means 
any consecutive six calendar months 
within the period from July 1, 1942 to 
April 30, 1943 selected by a manufac- 
turer as his base period for the purposes 
of this order. 

(15) “Civilian line quota” means the 
number of pairs of civilian footwear 
within a single line manufactured by a 
person during his six months’ base 
period. 

(16) “Safety shoes” means protective 
occupational footwear incorporating or 
purporting to incorporate one or more 
of the following safety features: steel 
box toe; electrical conductivity; electrical 
resistance; non-sparking and moulders’ 
(Congress type) protection (shoes which 
can be quickly removed, worn to pro- 
tect against splashing metals). 

(17) “Long shield tip” means a shield 
tip having a horizontal measurement 
from the bottom of the curve to the upper 
end of the tip of more than 1 inch (using 
size 4B as a standard). 

(18) [Deleted Nov. 9, 1944.] 


19) [Deleted Nov. 9, 1944.] 

(c) Curtailment in the use of materials 
and colors in the manufacture of foot- 
wear. (1) No person shall manufacturé, 
or put into process any leather or fabric 
for the manufacture of, any footwear 
with: 

(i) Leather seam laps gauging over 
¥ inch in width. 

(ii) Horizontal quarter seams, on lined 
low quarter shoes. 

(iii) Wing or shield tips on men’s shoes 
and boys’ shoes over size 6, or wing tips 
or long shield tips on women’s, girls’, 
misses’, youths’, little gents’ and chil- 
dren’s shoes and boys’ shoes of sizes 6 and 
under. 

(iv) Full overlay tips or full overlay 
foxings, except on work shoes and foot- 
wear with fabric uppers. 

(v) Woven vamp or quarter patterns. 

(vi) Quarter collars, except on unlined 
shoes and house slippers. 

(vii) Bows or other ornaments, if 
made in whole or in part of leather (ex- 
cluding scrap). 

(viii) Outside leather taps, on foot- 
wear other than men’s high shoes, unless 
the middle sole is of synthetic composi- 
tion material. 

(ix) Leather slip soles other than those 
cut from bellies or offal. 

(x) More than one fall leather sole, in 
Goodyear welt footwear other than work 
shoes and safety shoes. 

(xi) Full breasted heels, except on 
hand-turned footwear. 

(xii) [Deleted Aug. 26, 1944] 

(xiii) [Deleted Aug. 26, 1944] 

(xiv) Men’s one-piece leather uppers 
(i. e., vamp and quarter cut in one piece 
and seamed up the back). 


(xv) [Deleted Aug. 26, 1944] 

(xvi) [Deleted Aug. 26, 1944] 
* (xvii) [Deleted Aug. 26, 1944] 

(xviii) Any non-functional or decora- 
tive stitching except: 

(a) Not more than four rows of non- 
functional stitching on imitation tips, 
foxings, saddles, mudguards and mocca- 
sin type vamps. 

(b) Not more than an aggregate of 
four rows of functional and non-func- 
tional stitching parallel to the vamp, 
tip, foxing, saddle, and moccasin seams, 

(c) Design stitching solely to permit 
direct non-stop stitching between cut- 
outs. 

(d) Design stitching on utility work 
cowboy boots. 

(xix) Any leather lacings or overlays, 
except those serving a necessary func- 
tional purpose. 

(xx) Straps passing over, under or 
through a tongue or vamp. 

(xxi) [Deleted Aug. 26, 1944.] 

, — Multiple straps, on Roman san- 

als. 

(xxiii) Kiltie or other ornamental 
tongues, if made of leather in whole or 
in part. 

(xxiv) [Deleted Aug. 26, 1944.1] 

(xxv) Leather covered platforms or 
leather .platform effects, on any foot- 
wear. 

(xxvi) [Deleted Aug. 26, 1944.] 

(xxvii) [Deleted Aug. 26, 1944.] 

(xxviii) [Deleted Aug. 26, 1944.] 

(xxix) Rawhide or other leather laces, 
except on work shoes. 

(xxx) Leather or part leather loops 
performing the function of eyelets. \ 

(2) (Deleted Aug. 26, 1944.] 

(3) No person shall put into process 
any leather for the manufacture of 

any boots except men’s blucher high cut 
laced boots ten inches or under in height 
(measured from heel seat, using size 7 
as the standard) and men’s and women’s 
utility work cowboy boots: Provided, 
however, That upon letter application 
the War Production Board may permit 
any person to make boots higher, than 
ten inches for use in specified hazardous 
occupations. 

(4) No person shall put into process 
any material for the manufacture of 
footwear of more than one color (subject 
to unavoidable deviations in shade nor- 
mally experienced in finishing leathers 
or dyeing fabrics). This restriction shall 
not apply to the color of bows, metal 
findings, eyelets, stitching, lacing, bind- 
ings, linings, soles, safety shoes or 
shearling collars; nor shall it apply to 
footwear using no leather for outsoles, 
midsoles or taps. Nothing in this para- 
graph shall prevent unavoidable dis- 
coloring of thread, leather, and perfora- 
tions as a result of antiquing, or the use 


of: 

(i) Embossed leather or genuine 
reptile leather having slight variations 
in shade caused by normal finishing of 
such leathers, or 

(ii) A combination of two colors in 
part leather—part fabric uppers where 
the leather constitutes not more than 
30% of the whole upper material (ex- 
cluding linings.) 
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(5) (Deleted Aug. 26, 1944.] 

(6) No person shall put into process. 
any cattle hide upper leather (other than 
kip sides, kipskins and calf), including 
upper leather splits, gauging 42 ounces 
or over for the manufacture of any foot- 
wear except work shoes, cowboy utility 
boots and lined police type high shoes. 

(7) No person shall put into process 
any cattle hide leather (including splits) 
for uppers or any cattlehide grain leather 
outsoles (except heads, bellies, shins and 
shanks of 5 iron or less), for the manu- 
facture of house slippers or romeos. 

(8) No person shall attach any 
leather outsoles or outside leather taps 
to any footwear having raised or flat 
seam mocassin type vamps (including 
genuine moccasins utilizing soles) or 
mudguard vamps, any saddle-type foot- 
wear, or any footwear with imitation 
wing tips, imitation stitched moccasin 
types, imitation stitched mudguards and 
imitation stitched saddles; Provided, 
however, That nothing in this subpara- 
graph (c) (8) shall apply to women’s 
and girls’ shoes with heels 14% inches 
and over in height, using size 4B as the 
standard. 

(9) [Deleted Aug. 26, 1944.] 

(10) [Deleted Aug. 26, 1944.] 

(11) No person shall manufacture any 
leather or part leather bows for uSe on 
footwear, except out of scrap. 

(12) No person shall attach any soles 
heavier than 4 iron cut from chrome, 
chrome retan, or any combination 
chrome tanned cattlehide or horse butt 
leather, excluding splits, to any footwear 
except infants’, misses’ and children’s 
shoes (excluding all sizes over size 3), 
youths’ and boys’ shoes (excluding all 
sizes over size 6), men’s work shoes, and 
men’s and women’s safety shoes manu- 
factured in accordance with paragraph 
(e-1) below. This provision does not 
apply to repair. 

(13) No person shall utilize any upper 
leather or lining leather set aside by tan- 
ners pursuant to Conservation Order 
M-330 or directions issued thereunder, 
for the following types of footwear: 

(i) Infants’; 

(ii) Misses’ and children’s (excluding 
all little gents’ and all sizes over size 3); 

(iii) Footwear for the physically 
maimed and deformed manufactured on 
a custom-made basis and not for stock; 
except in the manufacture of one of those 
types of footwear. 

(d) Restrictions on styling and types 
manufactured. (1) No person shall put 
into process any leather or fabric for the 
manufacture of any footwear of a design 
and construction not utilized by him be- 
tween September 1, 1940 and December 
31, 1942, except that: 

(i) In the case of footwear the soles 
of which are made wholly from mate- 
rials other than leather or rubber 
(which may, however, utilize leather for 
hinges or for tabs, heel inserts or other 

,non-skid or soundproofing features cov- 
ering not more than 25% of the area 
of the bottom of the sole) designs and 
constructions utilized between Septem- 
ber 1, 1940 and October 18, 1943 may be 
used; 
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(ii) Nothing in this paragraph shall 
prevent the correction of patterns to the 
extent necessary to remove features pro- 
hibited by this order, the use of new bows 
(provided they are not an integral part 
of the upper), or the use of new designs, 
lasts and patterns which can be intro- 
duced without requiring additional em- 
ployment. 

(iii) The War Production Board may 
make exceptions in this paragraph in 
favor of patterns or designs which will 
conserve leather or other materials. 

(iv) This paragraph shall not apply to 
new or additional production which has 
been authorized pursuant to paragraphs 
(i) (3) (vy) and (i) (3) (vi). 

(2) [Deleted Aug, 26, 1944.] 

(3) [Deleted Aug. 26, 1944.] 

(4) No person shall attach to any foot- 
wear (except infants’ footwear, house 
slippers or women’s gold or silver evening 
slippers) outsoles, other than wooden 
soles, not conforming to the specifica- 
tions contained in Schedule I annexed to 
this order. 

(e) Exceptions to paragraphs (c) and 
(d) above. The foregoing prohibitions 
and restrictions of this order shall not 
apply to: 

(1) Footwear made wholly without 
leather. This exemption shall extend 
only to paragraph (c). 

(2) Special types of footwear made for 
the physically deformed or maimed. 

(3) Football, baseball, hockey, skating, 
bowling, track, and ski shoes and other 
similar footwear designed for use in ac- 
tive participation in sports which require 
specially constructed footwear for such 
use. This does not include golf shoes, 

(4) Footwear forming part of histori- 
cal or other costumes for theatrical pro- 
ductions. 

(5) Infants’ footwear up to and in- 
cluding size 4. 

(6) Footwear made wholly or primarily 
of shearlings provided no other leather is 
used in their manufacture. 

(e-1) Restrictions on the manufacture 
of safety shoes. No person shall manu- 
facture any safety shoes which have 
leather uppers with leather or rubber 
(including synthetic rubber) compound 
bottoms, except those which comply 
with the safety features as to safety toe 
box, electric conductivity, electrical 
properties, non-sparking and moulders 
protection in the American War Stand- 
ards Specifications for protective occu- 
pational footwear, men’s safety shoes 
and women’s safety shoes, Z41.1 to 
Z41.9 inclusive, 1944. Only those parts 
of the specifications relating specifi- 
cally and solely to the safety features 
listed above and to the test requirements 
shall be applicable. 

Upon letter application the War Pro- 
duction Board may authorize deviations 
from the above-mentioned standards 
when necessary to meet minimum ci- 
vilian requirements for safety shoes. 

(f) [Deleted Aug. 26, 1944.] 

(g) General exceptions. None of the 
restrictions of this order shall apply to 
military footwear, or to footwear made 
as trials or pullovers but not sold. 


(th) Restrictions relating to sales and 
deliveries. (1) No person shall sell or 
deliver any new footwear manufactured 
in the United States of America in vio- 
lation of this order. 

(2) No tanner or sole cutter shall de- 
liver any leather to any shoe manufac- 
turer if he knows or has reason to believe 
said leather is to be used in violation of 
the terms of this order. 

(3) The prohibitions and restrictions 
of this paragraph shall not apply to: 

(i) Deliveries of footwear or leather by 
or to, any person having temporary cus- 
tody thereof for the sole purpose of 
transportation or public warehousing. 

(ii) Any bank, banker, or trust com- 
pany affecting or participating in a sale 
or delivery of footwear or leather solely 
by reason of the presentation, collection, 
or redemption of an instrument, whether 
negotiable or otherwise. 

(4) In making sales or delivery of any 
footwear, no person shall make discrimi- 
natory cuts in quantity or quality be- 
tween customers who meet such person's 
regularly established prices, terms and 
credit requirements, or between cus- 
tomers and his own consumption of said 
footwear. Reduction in sales or deliver- 
ies proportionate with any curtailment in 
supply available for nonmilitary use shall 
not constitute a discriminatory cut. 

(5) No manufacturer shall accept de- 
livery of any upper leather or lining 
leather reserved by tanners pursuant to 
Conservation Order M-310, or directions 
issued thereunder, for the manufacture 
of the following types of footwear: 

(i) Infants’; 

(ii) Misses’ and children’s; 

(iii) Footwear for the physically 
maimed and deformed manufactured on 
the custom-made basis and not for stock; 
if his supply of leather suitable for such 
shoes and obtained on certificate pur- 
suant to such directions shall thereby 
become larger than a 30-days’ inventory. 
A 30-days’ inventory shall be deemed to 
be the quantity of leather actually used 
for the production of shoes of these types 
during the preceding calendar month, 
unless no such footwear was produced in 
that month, in which case a 30-days’ in- 
ventory shall be deemed to be the leather 
required to manufacture his scheduled 
production of such shoes for the follow- 
ing thirty days. 

(i) Restrictions on production of lines 
of footwear. (1) No person shall in any 
six months’ period beginning March 1, 
1943 complete the manufacture of more 
civilian footwear within the following 
lines than the percentage of his civilian 
line quota for such line shown in the 
following schedule: 


Percent of each 
price range 

Youths’ and boys’ ~ 125 
Infants’ 125 
Men’s safety shoes ~ 125 
Men’s work - 115 
Men’s dress. -- 100 
Women’s and growing girls’...--------- 100 
House 100 
Athletic 
Women’s safety shoes : -- 100 


With respect to misses’ and children’s 
footwear, no manufacturer may exceed 
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125% of his aggregate quotas for all his 
lines of misses’ and. children’s footwear, 
but his production may be distributed 
among his established lines of misses’ 
and children’s footwear in any manner 
desired: Provided, however, That to the 
extent that a manufacturer’s production 
of military footwear shows a decrease 
below that during his six months’ base 
period, his production within any line of 
civilian footwear may exceed the civilian 
line quota for such line by its proportion- 
ate part of such decrease; and to the ex- 
tent that such manufacturer’s produc- 
tion of military footwear shows an in- 
crease over that during the six months’ 
base period, each civilian line quota of 
such manufacturer shall be diminished 
by its proportionate part of such increase, 

(2) No person shall manufacture any 
line of footwear (except military foot- 
wear) not manufactured by him in his 
six months’ base period. 

(3) Exceptions to paragraphs (i) (1) 
and (i) (2). (i) A lower priced line of 
the same type of civilian footwear may 
be substituted in whole or in part for 
a higher priced line. 

(ii) The unused quota of any higher 
priced line may be added to a lower 
priced line of the same type of civilian 
footwear. 

To the extent shown in the following 
schedule, any person may transfer the 
unused portion of any civilian line quota 
or quotas of men’s dress or women’s and 
growing girls’ footwear to the production 
of the following types of footwear: 


Percentage of 
unused quota 
permitted to 
Men’s 115 
Youths’ and boys’. 125 
Misses’ and children’s 125 
Infants’ 125 


Provided, however, That in no event shall 
any unused quota be added to a higher 
priced line, And provided further, That 
in no event shall a new line be added 
until authorization has been obtained 
under paragraphs (d) (1) above and 
Paragraphs (i) (3) (vi) below. 

(iii) A person may exceed his civilian 
line quota for any line of women’s safety 
shoes if a pairage equal to such excess 
is deducted from some other line or lines 
of footwear. 

(iv) During any six months’ period, 
beginning March 1 or Septembef 1 in 
any year, a manufacturer whose total 
production for the period will be less 
than $250,000 (based on wholesale value) 
is not subject to paragraph (i) (1), pro- 
vided that no new higher priced lines 
are added and provided the manufac- 
‘turer does not exceed his aggregate pro- 
duction in pairs during his six months’ 
base period by more than 50%. The ex- 
emption in this paragraph shall not ap- 
Ply to manufacturers affiliated, as a 
Subsidiary or otherwise with another. 
This This paragraph shall not authorize any 


production of that type of footwear 
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the production of shoes during the base 


(whichever is greater) during the base 


period. 


period. 

(v) Paragraphs (i) (1) and (i) (2) 
shall not apply to footwear for the physi- 
cally maimed or deformed on a custom- 
made basis and not for stock, to wood 
sole clogs utilizing no leather, or to foot- 
wear shown on the following schedule if 
manufactured for sale at or below the 
net wholesale prices shown opposite on 
said schedule and if their production 
will not require additional employment: 


Infants’ sizes 0 to 4 (made without 
leather) 

Infants’ sizes 0 to 4 (utilizing 
leather) -90 

Infants’ sizes 444 to 8 (with or with- 


out leather) -- 1.35 
Misses’ and children’s (with or with- 

1.75 
Youths’ and boys’ (without leather). 1.90 
Youths’ and boys’ (utilizing 

Women’s and growing girls’ (includ- 

ing safety) (without leather)_... 1.90 
Women’s and growing girls’ (includ- 

ing safety) (utilizing leather)_... 2.00 
Men’s work, dress and safety (with- 

Men’s work, dress and safety (utiliz- 

ing leather) ets 2. 50 
House slippers (with or without 

leather) 1. 60 


However, any person wishing to take 
advantage of the exemption shown on 
the foregoing schedule shall advise the 
War Production Board by letter of the 
types of shoes to be made, the materials 
to be used, the price ranges, and his esti- 


mated six months’ production. No such 
person shall begin manufacturing under 
this exemption until this report has been 
acknowledged by the War Production 
Board. 

Where increased employment is neces- 
sary in connection with the proposed 
production of footwear on the foregoing 


schedule, an application must be filed as 
provided in paragraph (i) (3) (vi) below. 

(vi) The War Production Board may 
authorize transfers of quotas from one 
type of footwear to another and new or 
additional] production in each type. It 
will in general be the policy of the War 
Production Board to authorize new or 
additional production in lines of which 
there is a critical civilian shortage or 
lines of reasonably durable footwear 
where such production will not require 
materials, components, facilities or labor 
needed for war purposes, and will not 
otherwise adversely affect or interfere 


manufacturer to increase his production 


with production for war purposes. Au- 


by more than 50% in any line consisting 


thorizatidn will not be dependent upon 


of less than 50 pairs or 2% of his total 


the applicant’s having been engaged in 


Application for such authorization 
shall be made by letter, describing fully 
the footwear manufactured or proposed 
to be manufactured, listing in detail all 
the materials to be used, and stating the 
pairs desired to be made in each price 
range, the source of the manpower that 
will be required, whether production will 
be reduced in any other line or lines, and 
all other facts pertaining to the applica- 
tion. All applications shall be accompa- 
nied by original and two copies of Form 
WPB-3820 filled in to the end of section I. 
Authorization of production of new lines 
under this paragraph will be made only 
with the condition that production may 
not begin until evidence is furnished of 
conformity with applicable Office of 
Price Administration regulations. 


Nore: The third of paragraph 
(i) (3) (vi) deleted Nov. 9, 1944. 


Production in new price lines, or in- 
creased production in established lines, 
may be granted by the War Production 
Board to cover production of civilian 
footwear purchased by or on behalf of 
United Nations Relief and Rehabilitation 
Administration or any other agency for 
foreign relief purposes. 

(vii) [Deleted Mar. 9, 1944] 

(4) The period selected by any person 
as his six months’ base period shall ap- 
ply to all lines and may not be subse- 
quently changed. After July 11, 1944, 
lines manufactured by any person in his 
six months’ base period as previously 
filed with the War Production Board 
may not be revised, except to bring them 
into conformity with this order. Manu- 
facturers whose base period reports con- 
taining overlapping price ranges have 
been filed and accepted prior to June 27, 
1944, may continue to use. the ranges now 
on file only until September 1, 1944. 

(j) Appeals. Any appeal from the pro- 
visions of this order shall be made by 
filing a letter in triplicate, referring to 
the particular provision appealed from | 
and stating fully the grounds of the 
appeal. 

(k) All persons affected by this order 
shall keep and preserve records concern- 
ing their operations in accordance with 
§ 944.15 of Priorities Regulation 1. 

(1) All persons affected by this order 
shall file such reports and questionnaires 
as may be requested by the War Produc- 
tion Board subject to the approval of the 
Bureau of the Budget in accordance with 
the Federal Reports Act of 1942. 

(m) Communications. All reports re- 
quired to be filed hereunder, and all com- 
munications concerning this order, shall, 
unless otherwise directed, be addressed 
to: War Production Board, Textile, 
Clothing and Leather Bureau, Washing- 
ton 25, D. C., Ref.: M-217. 

(n) Violations. Any person who wil- 
fully violates any provision of this order, 
or who, in connection with this order, 
wilfully conceals a material fact or fur- 
nishes false information to any depart- 
ment or agency of the United States is 
guilty of a crime, and upon conviction 
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may be punished by fine or imprison- 
ment. In addition, any such person may 
be prohibited from making or obtaining 
further deliveries of, or from processing 
or using, material under priority control 
and may be deprived of priorities assist- 
ance. 


Issued this 9th day of November 1944. 


War PropuctTIon Boar, 
By J. JosepH WHELAN, 
Recording Secretary. 


Aprenpix A: Superseded Nov. 9, 1944. 
ScHEDULE I—SPECIFICATIONS FOR SOLES 


Abrasion. The material shall have a resist- 
ance to abrasion of not less than 4000 revo- 
lutions to abrade 50% of the thickness of the 
material, when tested on the type of machine 
used by and following the procedure of the 
National Bureau of Standards. The material 
may be tested on any other abrasive testing 
machine, using an appropriate number of 
abrasive strokes of revolutions to give abra- 
sive action equivalent to the above. 

Crackiness. The material shall not crack, 
after conditioning for 4 hours, at 32° F. and 
testing at that temperature, when bent 180° 
over a 83-inch mandrel. The material shall 
not crack, after aging for 48 hours at 120° 
F. + 2° F. and reconditioning at 65 per cent 
+ 2 per cent relative humidity and 120° F. + 
2° F. when bent 180° over a 3-inch mandrel. 

Tackiness. The material shall not become 
tacky or flow when subjected to a tempera- 
ture of 120° F. + 2° F. for 4 hours. 

Stitch tear. Material which is used for 
stitched soles shall have a stitch tear strength 
of not less than 30 pounds when tested dry, 
and not less than 25 pounds When tested 


immediately after soaking in water for 4 


hours. When the outsole is cemented se- 
curely to a backer or midsole, the test shall 
be made of the combined assembly. 

Effect of water. After submerging in water 
at 75° F. + 2° F. for 4 hours, the material 
shall not show visual evidence of delamina- 
tion or separation and shall not show an 
increase in thickness of more than 20 per 


cent. 
INTERPRETATION 1 


The word “manufacture” in line two of 
paragraph (c) (1) of §3290.191. (Conserva- 
tion Order M-217), refers to the operation 
whereby the features mentioned in subdivi- 
sions (i) to (xvii), inclusive, of said para- 
graph became a part of the footwear. 

Tilustration: Subdivision (iv) refers to full 
overlaid tips or full overlaid foxings except 
on work shoes. The order prohibits the 
placing of full overlay tips or full overlay 
foxings on dress shoes after October 31, 1942. 
But it does not prohibit the completion of 
the shoe if an overlaid tip or an overlaid 
foxing has been affixed prior to said date 
(Issued October 6, 1942.) 


. INTERPRETATION 2 


The reference to “leather outsoles or out- 
side leather taps,” in paragraph (c) (8) of 
§ 3290.191 Conservation Order M-217 desig- 
nates outsoles and outside taps the wearing 
qualities of which are derived primarily from 
leather. For example: An outsole composed 
primarily of leather but having a paper 
coating would constitute a “leather outsole,” 
since, presumably the paper would soon dis- 
appear and the wearing quality of the sole 
would rest primarily upon the leather. 

On the other hand, if a sole of durable 
substitute material were cemented on a thin 
leather sole so that the substitute material 


received the wear the leather sole would con- 
stitute a midsole rather than an outsole. 

Similarly, a wooden sole having a leather 
heel insert to provide nonskid and sound- 
proofing features is- not a “leather outsole,” 
because the wear of the shoe is derived mainly 
from the wooden portion of the sole. (Issued 
Oct. 18, 1943.) 


INTERPRETATION 8: Revoked August 26, 1944. 
INTERPRETATION 4 
DEFINITIONS 


The definition of “price range” in para- 
graph (b) (11) of Conservation Order M-217 
states that price range shall have the usual 
trade significance so long as the highest 
list price in the range does not exceed the 
lowest by more than 10% or 25¢ a pair, 
whichever is the greater. The January 12, 
1944 amendment in paragraph (b) (10) (iii) 
of tMe order allows manufacturers of misses’ 
and children’s and youths’ and boys’ foot- 
wear to consider their production in each 
type up to a wholesale price of $1.75 a pair 
as one line. This does not, however, permit 
manufacturers to add 25¢ to the $1.75 and 
consider all misses’ and children’s and youths’ 
and boys’ footwear up ‘to $2.00 as falling 
within the line. The exemption added by 
the amendment is one superimposed upon 
the existing treatment of price lineg and 
cannot be construed to apply to any footwear 
having a net wholesale price of more than 
$1.75. (Issued Feb. 28, 1944.) 


INTERPRETATION 5 


SHOES MANUFACTURED FOR DYEING BY RETAILERS 
OR CONSUMERS 

Paragraph (c) (4) restricts the manufac- 
ture of footwear of more than one color. 
Where a manufacturer produces a line of 
footwear designed especially for taking dye 
on the tip, foxing, saddle or other portions, 
so that it can be converted into a two-tone 
shoe (such as a spectator or saddle oxford 
type), and he has reason to believe that it 
will be converted by retailers or consumers, 
he is putting material into process for the 
manufacture of footwear of more than one 
color. This is prohibited by the paragraph. 
(Issued Apr. 26, 1944.) 


INTERPRETATION 6: Superseded Nov. 9, 1944. 
INTERPRETATION 7: Superseded Nov. 9, 1944. 


[F. R. Doc, 44-17171; Filed, Nov. 9, 1944; 
11:30 a. m.] 


Part 3291—ConsumMERS DURABLE Goops 


[General Limitation Order L-93, as Amended 
Nov. 9, 1944] 


GOLF CLUBS 


The fulfillment of requirements for the 
defense of the United States has created 
a shortage in the supply of iron and steel 
and other materials for defense, for 
private account and for export; and the 
following order is deemed necessary and 
appropriate in the public interest and 
to promote the national defense: 


§ 3291.240 General Limitation Order 
L-93—(a) Definitions. For the purposes 
of this order: 

(1) “Manufacturer” means any per- 
son engaged in the business of produc- 


_ing golf clubs. 


(2) [Deleted Aug. 19, 1944.] 
(3) (Deleted Aug. 19, 194+.) 


(b) General restrictions. No manu- 
facturer shall make or assemble any golf 
clubs except to fill orders or contracts 
calling for delivery to or for the account 


of the Army or Navy of the United States 
or the Veterans’ Administration, 

(c) [Deleted Aug. 19, 1944.] 

(d) (Deleted Aug. 19, 1944.] 

(e) [Deleted Aug. 19, 1944.] 

(f) Violations. Any person who wil- 
fully violates any provision of this order, 
or who, in connection with this order, 
wilfully conceals a material fact or 
furnishes false information to any de- 
partment or agency of the United States, 
is guilty of a crime, and upon conviction 
may be punished by fine or imprison- 
ment. In addition, any such person may 
be prohibited from making or obtaining 
further deliveries of or from processing 
or using material under priority control 
and may be deprived of priorities assist- 
ance. 

(g) Exceptions and appeals. Any per- 
son who wants to make or assemble any 
golf clubs may apply for permission to 


do so as explained in Priorities Regula- 


tion 25. No appeals should be filed from 
the restrictions of this order. 


(h) Applicability of other orders and 
regulations. This order and all transac- 
tions affected by it are subject to all ap- 
plicable regulations and orders of the 
War Production Board. 

(i) Communications, All reports re- 
quired to be filed hereunder and all com- 
munications concerning this order shall, 
unless otherwise directed, be addressed to 
the War Production Board, Washington 
25, D. C., Ref: L-93. 


Issued this 9th day of November 1944. 


War PropvucTion Boarp, 
By J. JOSEPH WHELAN, 
Recording Secretary. 


[F. R. Doc, 44-17169; Filed, Nov. 9, 1944: 
11:30 a. m.] ‘ 


Part 4600—RvsBBER, SYNTHETIC RUBBER, 
BALATA AND PRODUCTS THEREOF 


{Rubber Order R-1, as Amended Nov. 9, 
1944] 


Sec 
4600.01, Meaning of certain terms. 
GENERAL RESTRICTIONS ON CONSUMPTION 


4600.02 Authorized consumption. 
4600.03 Permitted uses. 


PURCHASE PROCEDURE 


4600.05 Purchase requests for rubber or syn- 
thetic rubber. 


DELIVERIES AND IMPORTATION 


4600.06 Delivery restrictions. 
4600.07 Inventories of material. 
4600.08 Importation. 


PRODUCTION AND OPERATIONS 


4600.09 Special regulations for tire and tube 
production. 
4600.10 Heel and sole products. 
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Garden hose. 

Regrooving tires. 

Recapping or retreading tires. 
Consumption of rubber products. 


MISCELLANEOUS 


Reports. 

Outstanding authorizations and di- 
rectives. 

Applicability of regulations. 

Appeals. 

Special authorizations to consume 
GR-M, GR-S, reclaimed and scrap 
rubber in the manufacture of non- 
permitted products, 

4600.20 Violations. 

4600.21 Communications. 


APPENDIX I—GENERAL PERMITTED USES 


General permitted uses including oe 
products for Government and Civ 
orders. 


Sec. 

4600.11 
4600.12 
4600.13 
4600.14 


4600.15 
4600.16 


4600.17 
4600.18 
4600.19 


APPENDIX II—MANUFACTURING REGULATIONS 
List Table of lists 


1 Compounds for mechanical rubber goods. 

6 Tire and tube production pattern. 

17 Tire and flap curing bags. 

18 Airplane tire tubes. 

20 Vibration mount and shock absorbers. 

21 Rubber footwear. 

22 Compounds for tires and tire casings. 

23 Tire and tube repair materials. : 

24 Tires and tire casings (except airplane 
and bicycle tires). 

25 Tire tubes (except airplane and bicycle 
tire tubes). 

26 Tire flaps. - 

27 Insulated wire and cable. 

28 Feeding nipples. 

29 Airplane tire and tire casings. 

80 Retreading materials, = 

81 Tank blocks, treads and band tracks. 

32 Use of high-tenacity rayon cord. 

83 Tire tube valves (except bicycle tire tube 
valves). 

84 Bicycle tires and tubes. 


For temporary or special manufacturing 
regulations, see Part B of Appendix III, . 


APPENDIX III 
(Printed separately) 
A—End Product Regulations 


4600.30 Acquisition of tires and tubes for 
original equipment. 

Acquisition of industrial type tires 
and tubes and solid tires for re- 
placement purposes, 

Hydraulic hose. 

Crude rubber or latex gloves, 

Miscellaneous products. 


4600.31 


4600.32 
4600.33 
4600.34 


B—Temporary or Special Manufacturing 
Regulations 


APPENDIX IV 
(Printed separately) 
Tire Allotment Plan. 


AuTHorITy: §§ 4600.01 to 4600.21, inclusive, 
issued under P.D. Reg. 1, as amended, 6 F.R. 
6680; E.O. 9024, 7 F.R. 329; E.O. 9040, 7 F.R. 
527; E.O. 9125, 7 F.R. 2719; E.O. 9246, 7 F.R. 
7379; sec. 2 (a), Pub. Law 671; 76th Cong., 
~ amended by Pub. Laws 89 and 507, 77th 

ong. 


Definitions 


§ 4600.01 Meaning of certain terms. 
As used in this order: 

(a) “Rubber” when used alone refers 
to any or all of the following: Crude 
rubber, latex, reclaimed rubber and scrap 
rubber. 

(b) “Crude rubber” means all forms 
and types of natural crude rubber, but 
does not mean or include balata, chilte, 
gutta-percha, gutta siak, gutta jelutong, 
pontianac, latex, reclaimed rubber or 
scrap rubber. 

(c) “Latex” means the dry latex 
solids contained in natural liquid latex. 

(d) “Reclaimed rubber” means any 
vulcanizable material derived from the 
processing or treatment of scrap rubber 
except reclaimed residue or “mud”. Re- 
claimed residue or “mud” means dried 
and recovered sludge consisting of a 
mixture of partially hydrolyzed cellulose, 
finely divided rubber and other waste 
products of the digester process of re- 
claiming rubber. 

(e) “Scrap rubber” means any mate- 
rial which results from or is incident to 
the processing of rubber or synthetic 
rubber in the manufacture or repair of 
any product including any unvulcanized 
scrap rubber containing fabric and any 
defectively processed materials or prod- 
ucts which are not usable for a purpose 
for which they are designed. The term 
also means any finished product or part 
thereof made in whole or in part from 
rubber or synthetic rubber which 
through wear, deterioration or obso- 
lescence has served its purpose in its 
present state. 

The term does not include (1) a pneu- 
matic tire or tire casing which can be 
made serviceable under present limited 
operating conditions for a use for which 
it was designed, by means of a temporary 
or permanent repair or by retreading or 
recapping in accordance with recognized 
commercial practice; (2) any other prod- 
uct which is still usable for a primary 
purpose for which it was designed; (3) 
any residual piece of uncured tire cord 
friction (cord end) which is of sufficient 
size to be usable as new material in the 
manufacture of tire patches or in the 
repair of tires. 

(f) “Synthetic rubber” includes Neo- 
prene (all types including GR-M), Thio- 
kol all types except GR-P; all Isobuty- 
lene polymer and copolymer types, 
including Butyl (GR-I) and Polyisobuty- 
lene (also Known as Polybutene, Vista- 
nex, Vistac and Synthetic 100) ; all Buta- 
diene polymer and copolymer types, 
including but not limited to Buna S 
(GR-S all types, Hycar OS and Styraloy) 
and all Buna N types, such as Hycar, Per- 
bunan, Chemigum, Butaprene, GR-A 
and Neoprene ILS; and all Isoprene 
polymer and copolymer types. 

.(g) [Deleted Oct. 2, 1944.] 
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(h) “Chlorinated rubber” means the 
reaction product of chlorine and rubber, 
synthetic rubber or balata. 

(i) “Consume” means to fabricate, 
process, stamp, cut or in any manner 
make any substantial change in the 
form, shape or chemical composition 
of rubber or synthetic rubber, and in- 
cludes both the consumption of scrap 
rubber for the production of reclaimed 
rubber, and the separating, tearing, 
splitting or pulling apart of scrap rubber 
for any purpose. 

(j) “Government order” means any 
contract or purchase order for material 
or equipment: 

(1) To be delivered to or for the ac- 
count of any agency of the United 
States, including any independent regu- 
latory commission or board, any execu- 
tive department, independent establish- 
ment, commission, board, bureau, di- 
vision, agency, administration, service, 
or office of the Executive branch of the 
Federal Government, and any corpora- 
tion operated by the Federal Govern- 
ment. The term does not include any 
contract or purchase order for (i) main- 
tenance, operating or repair material or 
equipment to be delivered to or for the 
account of any Federal Government- 
owned - controlled plant or facility 
which not operated by the Federal 
Government or, (ii) material or equip- 
ment to be delivered to or for the ac- 
count of any post exchange, ship’s store, 
commissary, officer’s mess, officers’, non- 
commissioned officers’ or enlisted men’s 
club, or any similar agency or organiza- 
tion, whether or not such contract or 
purchase order bears an endorsement 
specified in Priorities Regulation No. 17. 

(2) To be delivered to, or for the ac- 
count of, any foreign country under the 
provisions of the Act of March 11, 1941, 
entitled, “An Act to Promote the De- 
fense of the United States” (Lend-Lease 
Act). 

(3) Required by the person placing the 
same to fill his contracts or purchase or- 
ders on hand, provided the material or 
equipment is to be physically incorpo- 
rated in material or equipment to be 
delivered under contracts or purchase 
orders included under paragraphs (1) 
and (2) of this § 4600.01 (j). 

(k) “Civilian order” means any con- 
tract or purchase order for material or 
equipment which is not a “Government 
order” as defined above. 

() “Person” means any individual, 
partnership, association, business trust, 
corporation, governmental corporation 
or agency, or any organized group of 
persons, whether incorporated or not. 


General Restrictions on Consumption 


§ 4600.02 Authorized consumption. 
No person shall consume any of the fol- 
lowing materials without first obtain- 
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ing authorization to do so from the War 
Production Board, on Form WPB-3662: 
Crude rubber. 
Natural latex. 
Synthetic rubber except GR-S (all types), 
“neoprene or thiokol types. 
Chlorinated rubber. 


No person shall consume any materials 
listed above except in the amounts and 
for the purposes authorized on Form 
WPB-3662. The consumer may, how- 
ever, substitute synthetic rubber for 
crude rubber and may exceed by 5% the 
amount of material authorized for a par- 
ticular purpose, but he must not exceed 
the total amount of any type of material 
which he is authorized to consume for 
all purposes. In addition, material may 
be consumed for experimental use with- 
out authorization to the extent permit- 
ted by Appendix I. 

In order to obtain authorization under 
this section, a consumer must file Form 
WPB-3662 for each calendar month. 


§ 4600.03 Permitted uses. No person 
shall use crude rubber, natural latex, re- 
claimed, scrap or chlorinated rubber or 
any synthetic rubber except for the prod- 
ucts and purposes specified in Appendix 
I, subject to the applicable manufactur- 
ing regulations of this order. 

Nore: Section 4600.04 deleted Oct. 2, 1944. 


Purchase Procedure 


§ 4600.05 Purchase requests for rub- 
ber or synthetic rubber. Purchase re- 


quests for crude rubber, natural latex, 
butyl (GR-I) or GR-A must be made on 
Form WPB-3682 in accordance with the 
instructions accompanying the form. 
Purchase requests for GR-S (all types) 
and neoprene (GR-M and GR-M—10) 
should be made to Rubber Reserve Com- 
pany in accordance with the regulations 
of Rubber Reserve Company. 

Authorized consumers may purchase 
synthetic rubber which is privately pro- 
duced or chlorinated rubber, directly 
from the producer subject to the inven- 
tory restrictions of § 4600.07. 

Material subject to prior authoriza- 
tion on Form WPB-3662 may be con- 
sumed only to the extent authorized on 
the form in accordance with applicable 
manufacturing regulations. 

For purchases of material for experi- 
mental use, see Appendix I. 


Deliveries and Importation 


§ 4600.06 Delivery restrictions. No 
person shall deliver to another pérson 
any material controlled by this order 
other than reclaimed and scrap rubber 
except as«permitted by regulations of 
Rubber Reserve Company, or as specifi- 
cally authorized by the War Production 
Board. Nothing contained in this sec- 
tion shall be deemed to prohibit: 

(a) Delivery of rubber, synthetic 
rubber or chlorinated rubber, from 
one location to another location con- 
trolled by the same person where no 


change of ownership takes place, or by 
any corporation to another corporation 
which is its subsidiary or of which it is 
a subsidiary. 

(b) Delivery of GR-S ‘all types) or 
neoprene (all types) for permitted uses 
under this order. Transfers of GR-S or 
neoprene must, however, be reported as 
shipments or receipts on Form WPB-3410 
for the calendar month in which the 
transactions occur. 

(c) Any person from accepting deliv- 
ery from another of rubber, synthetic 
rubber or chlorinated rubber, for the 
purpose of milling, washing, deresin- 
ating, drying, compounding, or condi- 
tioning the same, or for processing or 
manufacturing products therefrom, and 
thereafter returning the same or the 
products thereof to such other person. 


§ 4600.07 Inventories of material. 
No person, other than Rubber Reserve 
Company, shall acquire or maintain an 
inventory of any of the following ma- 
terials in excess of an amount which can 
reasonably be expected to last him for 
the period designated below: ~~ 


Permissible 

inventory— 

~ days for 

Type of material: each type 

Crude rubber, natural latex or any type 

of synthetic 60 


A person engaged in the business of 
reclaiming rubber, however, may main- 
tain such inventories of scrap and re- 
claimed rubber as he deems advisable, 
notwithstanding the provisions of this 
section or of section 944.14 of Priorities 
Regulation 1 as amended. 


§ 4600.08 Importation. No person 
shall import any rubber or synthetic 
rubber, or any finished or semi-fin- 
ished product of which 10% or more 
by weight is composed of rubber or syn- 
thetic rubber or any combination there- 
of except as permitted under this section. 

For the purposes of this section, “im- 
port” means to transport in any manner 
into the continental United States from 
any foreign country or from any territory 
or possession of the United States (in- 
cluding the Philippine Islands). It in- 
cludes shipments into a free port, free 
zone, or bonded custody of the United 
States Bureau of Customs (bonded ware- 
house) in the continental United States 
and shipments in bond into the conti- 
nental United States for transshipment 
to Canada, Mexico, or any other foreign 
country. 

The restrictions of this section shall 
not apply to any of the following: 

(a) Any importation by Rubber Re- 
serve Company, Rubber Development 
Corporation, or any Corporation organ-* 
ized under section (5) (d) of the Recon- 
struction Finance Corporation Act, as 
amended, or any agent acting for one or 
more of them, 
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(b) The importation by any person 
during any calendar month of products 
or materials (except tires, tire casings 
and tire tubes) which contain an aggre- 
gate of not more than twenty-five 
pounds of rubber or synthetic rubber, 
provided such products or materials are 
not imported for the purpose of manu- 
facturing, processing, sale or resale; 

(c) The importation by any person of 
tires and tubes for the personal use of 
such person, provided such importation 
(except of bicycle tires and tubes) is ex- 
pressly authorized by the Office of Price 
Administration; 

(d) The importation for testing pur- 
poses of camelback, or of tires or tubes 
or sections thereof by any manufacturer 
of eamelback, tires or tubes; 

(e) The importation of bicycle tires 
and tubes originally manufactured in 
the continental United States, Canada 
or the British Isles; 

(f) The importation of tires for re- 
capping, retreading or repair, provided 
the tires are thereafter exported to the 
owners in the foreign country from 
which the products were imported; 

(g) The importation of any scrap 
rubber; 

(h) The importation of any finished 
products made of rubber or synthetic 
rubber, by diplomatic representatives of 
any foreign government for their per- 
sonal use or the use of members of their 
staffs; 

(i) The importation of any finished 
product made of rubber or synthetic 
rubber, by commercial representatives of 
any foreign government for use in their 
official business; 

(j) The importation from the Domin- 
ion of Canada by any person of rubber 
or synthetic rubber, or any products 
thereof manufactured in the continental 
— States, Canada or the British 


(k) The importation by the U. S. Army 
or Navy, of any finished product made 
of rubber or synthetic rubber, 


Production and Operations 


§ 4600.09 Special regulations for tire 
and tube production. No person shall 
manufacture tire and tube products ex- 
cept in accordance with the regulations 
prescribed in List 6 of Appendix II. 


§ 4600.10 Heel and sole products. 
Each manufacturer of heel and sole 
products shall fill orders in the sequence 
established by the following pattern and 
may produce and ship orders classified in 
a lower group of the pattern only to 
the extent that such production and 
shipments do not interfere with the ful- 
fillment of orders in each higher group: 


Group No, Type of order 

1 Orders for manufacture or repair of shoes 
for U. S. Armed Forces. 

2 Civilian orders for repair materials and 
for manufacture of rationed new shoes. 

8 Orders for manufacture of shoes to fill 
Government orders other than U. 5. 
Armed Forces. 

4 All other orders. 


an 
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Orders must be filled in accordance 
with the above pattern without regard 
to preference ratings. 


§ 4600.11 Garden hose. Garden hose 
may be produced or delivered without 
regard to preference ratings. No person 
shall apply or extend any rating to gar- 
den hose, and no person selling garden 
hose shall require a rating as a condi- 
tion of sale. Any rating purporting to 
be applied or extended to garden hose 
shall be void and no person shall give 
any effect to it. 


§ 4600.12 Regrooving tires. No person 
shall regroove the tread or tread surface 
of any tire or tire casing (except airplane 
and bus mileage contract tire casings) 
whether by cutting, scraping, grinding, 
burning, heating, remolding or any other 
means. This restriction does not apply 
to the grooving of tires in the course of 
recapping or retreading or restoring the 
original design to tread sectional repairs. 


§ 4600.13 Recapping or retreading 
tires. No person shall recap or retread a 
tire unless the tire is worn smooth in 
the middle of the tread. As used herein, 
a tire is “worn smooth” when the tread 
design is no longer visible. 


§ 4600.14 Consumption of rubber 
products. No person shall consume any 


new finished or semi-finished product 
containing in the aggregate more than 


10% by weight of rubber or synthetic 
rubber, except for a purpose for which it 


was designed. 


Miscellaneous 


§ 4600.15 Reports. The following re- 
ports shall be filed: 

(a) Each person who owned any rub- 
ber, chlorinated or synthetic rubber dur- 
ing any calendar month, except scrap 
rubber, shall file with the War Produc- 
tion Board, ~ report on his stocks, re- 
ceipts, production, consumption and 
shipments, on Form WPB-3410 in ac- 
cordance with the instructions accom- 
panying the form. This paragraph shall 
not apply to persons who perform the 
operations listed in § 4600.06 (c) of this 
order except that producers of reclaimed 
rubber shall report their entire produc- 
tion regardless of the ownership of the 
Material consumed. 

(b) Each manufacturer of tires and 
tubes or camelback, and any mass dis- 
tributor who sells tires and tubes man- 
ufactured for him under his own brands 
or trade marks and whose sales volume 
of tires and tubes in 1941 exceeded 50,000 
tires or 100,000 tubes, shall file a report 
on his production, shipments and in- 
ventory for each calendar month on 
Form WPB-3438 with the War Produc- 
tion Board, in accordance with the in- 
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structions accompanying the form, 
unless otherwise directed. 

(c) Each manufacturer of light weight 
rubber gloves from crude rubber or na- 
tural latex shall report by letter to the 
War Production Board, the number of 
“firsts” and of “seconds” and “rejects” 
manufactured by him in each calen- 
dar quarter. Reports shall be filed not 
later than the 15th day of the calendar 
month following the quarterly period in 
which such manufacture took place. 

(d) Each manufacturer of heels, heel 
bases, soles, taps, soling sheets or top- 
lifting sheets, shall file with the War 
Production Board, a report on his pro- 
duction, shipments and inventory on 
Form WPB-2592 in accordance with the 
instructions accompanying the form. 

(e) Such other reports as may be 


required, subject to approval by the 


Bureau of the Budget in accordance with 
Federal Reports Act of 1942, including 
the following miscellaneous reports 
which are to be filed in accordance with 
the instructions accompanying the 
respective forms: 

(1) WPB-2322 Tire molds and 
monthly capacity: Manufacturer’s Re- 
port. 

(2) WPB-2875. Privately produced 
synthetic rubber: Producer’s monthly 
report of stocks and production. 

(3) WPB-3575. Scrap rubber: Re- 
claimer’s report of inventory and con- 
sumption. 


-$ 4600.16 Outstanding authorizations 
and directives. All outstanding special 
authorizations and directives (other 
than authorizations granted pursuant 
to appeal) issued prior to November 9, 
1944, are hereby revoked. 


§ 4600.17 _Applicability of regulations. 
Except as otherwise provided, this order 
and all transactions affected thereby are 
subject to all applicable provisions of 


War Production Board Priorities and ~ 


CMP Regulations as amended from time 
to time. 


§ 4600.18 Appeals. Appeal from the 
provisions of this order shall be made 
by filing Form WPB-2242 (formerly PD- 
500-b), referring to the particular pro- 
vision appealed from and stating fully 
the grounds of the appeal. 


§ 4600.19 Special authorizations to 
consume GR-M, GR-S, reclaimed and 
scrap rubber in the manufacture of non- 
permitted products. Any person who 
wishes to manufacture products which 
are not permitted by this order may 
apply for authorization to consume GR- 
M, GR-S, reclaimed or scrap rubber 
under this section. 

(a) How to make application. A per- 
son who wishes to obtain authorization 
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should file his application on Form 
WPB-2242 with the War Production 
Board Field Office in the district in 
which the plant is located, accompanied 
by Form WPB-3820 (Statement of Man- 
power Information). Form WPB —2242 
and Section II of Form WPB-3820 are 
to be filled out in accordance with the 
instructions accompanying these forms. 
If the application is approved, the per- 
son filing it will receive from the War 
Production Board an _ authorization 
showing the amounts of GR-M, GR-S, 
reclaimed or scrap rubber which he may 
consume and any special conditions ap- 
plicable to manufacture by him. 

(b) General policy in granting author- 
ization. Authorization under this sec- 
tion will in no case be granted if produc- 
tion will in any way interfere with war 
production or with the production of es- 
sential civilian articles. Labor and facil- 
ities to manufacture must be available to 
the applicant and not required for more 
essential purposes. 

(c) Relation to R-1 appeal procedure. 
The normal appeal procedure will con- 
tinue to apply in all cases which do not 
involve requests under this section for 
authorization to consume GR-M, GR-S, 
reclaimed or scrap rubber in the manu- 
facture of products not permitted by this 
order. Any requests which involve the 
manufacture of a product in a size, color 
or construction not permitted by any 
applicable manufacturing regulations of 
the order, are subject to appeal, and 
may not be made under this section. 


§ 4600.20 Violations. Any person 
who wilfully violates any provision of 
this order, or who, in connection with 
this order, wilfully conceals a material 
fact or furnishes false information to 
any department or agency of the United 
States is guilty of a crime, and upon con- 
viction may be punished by fine or im- 
prisonment. In addition, any such per- 
son may be prohibited from making or 
obtaining further deliveries of, or from 
processing or using, material under pri- 
ority control and may be deprived of 
priorities assistance. 


§ 4600.21 Communications. All re- 
ports required to be filed under this or- 
der, and all communications concerning 
this order, shall, unless otherwise di- 
rected, be addressed to: War Production 
Board, Washington 25, D. C., Ref.: 
Order R-1. 

Nore: The reporting provisions of this or- 
der have been approved by the Bureau of 
the Budget in accordance with the Federal 
Reports Act of 1942. 


Issued this 9th day of November 1944. 


War PRODUCTION BOARD, 
By J. JosepH WHELAN, 
Recording Secretary. 
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Product 


‘dint 


Percent 
crude 


Butyl 


Special restrictions or provisions 


22F 


22G 


ER 


Athletic equipment: 
Athletic equipment consisting of the 
following only. 
Baseball centers. 
Boxers teeth protectors. 
Cleats for athletic shoes, ~ 
Hand balls. 
Home plates and pitchers plates. 
Ice Hockey pucks, 
La Crosse balls. 
Recoil gun pads, 
Squash balls. 
Tennis balls. 
Bladders, valves, covers, centers, im- 


a yarns, coating and com- 
ining materials for the following 
only: 
Baseballs. 
Basketballs. 
Cage balls. 
Footballs. 
Punching bags. 
Pushballs. 
Soccer balls. 
Soft balls. 
Volley balls. 
Water polo balls, 
Balloons: 
Antenna balloons---. 


Meteorlogical balloons......... 
Cushioning and pads: 
Crash pads and helmet linings... .... 
wm for cameras, radar, radio, 
fire and flight control mechanisms. 
Deck helmet cushioning 


Ear 


Eye buffers and shields__. 
Goggle and goggle face pads_......... 
Gunsight slot and vision slot pads... 
Gupweld 


Mine mechanism cushioning. 
Sponge mattresses and cushions for 
aircraft and submarine use 
Masks and respirators: 
Breathing bags for submarine lung 
and oxygen breathing apparatus. 
Component parts for gas masks, not 
listed below. 
Component parts for mine and indus- 
trial safety masks, not listed below. 
Face pieces for shallow water diving 
equipment. 
Flutter valves and diaphragms....... 
Parts for oxygen masks and breathing 
apparatus for high altitude service. 
Miscellaneous products: 
Bulbs, including parts 


Covering for crab trap frames-_.......-. 

Parts other than cushioning for flight 
radio, radar and fire contro] instru- 
ments. 

Parts of flotation or life-saving equip- 
ment not elsewhere listed. 

Mastic deck covering—repairs only -.- 

Mats and matting (limited to airplane 
walkway, pilot house, bridge deck 
and gun platform). 

Parachute bands and ventilating rings-_ 

Pliofilm packaging. . 


Ship hold and underground ventilat- 
ing tubing. 

Smoking pipe bits 

Tractor shoes..... 


Weatherstripping 
Pressure sensitive tape.......... 


Stationers supplies: 
Erasers, including typewriter...... on 
Fountain pen sacs.................... 
Ink eradicator stoppers and closures. 
Rubber bands.........-. 


Thread and related products: 
Rubber thread... 


Rubber tape for cloth 


ing 
Webbing, elastic (combined 


fabric cut to d width). s 


occcoes 


eccoceco oc oo 


& 


oo 


co 


eco 


eco 


o 


Latex permitted for adhesive for 
mask filters, 


For medical and surgical bulbs, see 
Code 18B. 


Latex permitted in place of crude. 

Government orders only for packag- 
ing aircraft engines, aircraft engine 
subassemblies, bombsights and ship 
gyro compasses. 


Crude permitted only for high heat 
resistance and, until January 1, 1945, 
for non-corrosive electrical tape. 
Fabrie-backed tape subject to end 
use restrictions (See Appendix II], 


Thread may be manufactured in the 
following sizes only: ‘ 
Extruded Square or 
thread Cut thread 
22 24 
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APpPENDIx JII—MANUFACTURING REGULATIONS 


(a) Applicability. (1) This appendix sets 
forth certain compounding proportions and 
manufacturing regulations for many of the 
products listed in Schedule A of Appendix I, 
No person mey manufacture the products 
governed by the lists attached to this appen- 
dix unless such product is manufactured in 
accordance with the applicable regulations set 
forth in this appendix. 

(2) All regulations apply to all purchase 
orders, including both Government and 
Civilian orders, except where otherwise des- 
ignated in the appropriate list. 

(3) Regulations in the appendix do not 
apply to the manufacture of experimental 
products or experimental compounds de- 
signed for: 

(i) The substitution of synthetic rubber, 
reclaimed rubber or scrap rubber for crude 
rubber and latex. 

(ii) The conservation of crude rubber, la- 
tex, synthetic rubber, reclaimed rubber or 
scrap rubber. ‘ 

(b) General provisions. (1) The total 
rubber hydrocarbon (sometimes designated 
RHC in this appendix) is the sum total of 
crude rubber and the average rubber hydro- 
carbon value of reclaimed rubber, expressed 
on a volume basis. The average rubber hy- 
drocarbon value of reclaimed rubber shall be 
calculated from the rubber value of reclaimed 
rubber as certified by the manufacturer of 
the reclaimed rubber and shall be determined 
by the “difference (or indirect)” method. 

(2) Reference to Army, Navy, Federal, 
Railroad, etc., specifications by number mean 
the latest issue or amendment of the par- 
ticular specifications. 


TABLE OF LISTS ATTACHED TO APPENDIX II 


List and title: 

1 Compounds for mechanical rubber goods, 

6 Tire and tube production pattern. 

17 Tire and flap curing bags. 

18 Airplane tire tubes. 

20 Vibration mount and shock absorbers. 

21 Rubber footwear. 

22 Compounds for tires and tire casings. 

23 Tire and tube repair materials. 

24 Tires and tire casings (except airplane 
and bicycle tires). 

25 Tire tubes (except airplane and bicycle 
tire tubes), 

26 Tire flaps. 

27 Insulated wire and cable, 

28 Feeding nipples. 

29 Airplane tire and tire casings. 

80 Retreading materials. 

81 Tank blocks, treads, and band tracks, 

82 Use of high-tenacity rayon cord. 

33 Tire tube valves (except bicycle tire 
tube valves). 

84 Bicycle tires and tubes. 


List 1—REGULATIONS FOR THE MANUFACTURE 
OF COMPOUNDS FOR MECHANICAL RUBBER 
Goops 


(a) Applicability. This List 1 establishes 
certain general provisions and regulations 
governing the compounds to be used in the 
manufacture of mechanical rubber products. 

ese regulations shall apply to all mechan- 
ical goods compounds, whether manufac- 
tured from crude rubber, reclaimed rubber, 
synthetic rubber, latex, scrap or any combina- 
tion of these materials. 

(b) General provisions. (1) Compounds 
containing less crude rubber or latex than 
that amount designated either in Schedule 
A, Appendix I, or in lists now or hereafter 
attached to this Appendix II may be used in 
manufacturing products governed by sald 
schedule or lists, provided the physical oF 
service requirements, where designated, are 
met. 

(2) All compounds shall be black, except 
where otherwise designated in Schedule A oF 
in other applicable lists. 

(3) Where maximum percent by volume for 
erude rubber and latex is designated, it shall 
include crude rubber used in cements to aid 
Processing. 
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List 6—REGULATIONS FOR THE TIRE AND TUBE 
PRODUCTION PATTERN 


(a) Production pattern. (1) In order to 
secure maximum output from existing tire 
and tube production facilities in accordance 
with the essentiality of demand, the follow- 
ing production pattern shall be observed and 
followed by all manufacturers, notwithstand- 
ing any other applicable order, regulation or 
authorization of the War Production Board. 


PRODUCTION PATTERN 
Group and Type of Product 


1. Airplane tires and tubes: 


(a) Large size tires, built on truck 
equipment. 

(b) Small size tires, hand built or built 
on industrial pneumatic equipment. 

(c) Other small size tires, built on pas- 
senger equipment, . 

(d) Tubes. 

2. Truck-bus tires and tubes: 

(a) Combat tires. 

(b) Extra large size tires, 16.00 and 
larger cross-section. 

(c) Large size tires, 9.00 through 14.00 
cross-section except 9.00 x 16, 8 ply; 
also the following tires: 7.50 x 15, 10-12 
ply; 8.25 x 15—10, 12 and 14 ply. 

(a) Medium size tires (dual bead), all 
10 ply up to and including 8.25 cross- 
section, excluding 7.50 x 15 and 
8.25 x 15. 

(e) Small size truck type tires (single 
bead) 8 ply and under, and 9.00 x 16, 
8 ply; but excluding tires described 
in sub-group (f) below. 

(f) Tires with 15 inch and 16 inch rim 
diameters, up to and including 17.50 
cross-section (4, 6 and 8 ply only). 

(g) Solid tires. 

(h) Tubes. 

8. Tractor-implement tires and tubes: 

(a) Large size tires, over 7.50 cross- 
section. 

(b) Pront and small size tires, up to and 
including 7.50 cross-section. 

(c) Tubes. 

4. Industrial tires and tubes: 

(a) Bogie rollers. 

(b) Pressed-on solids. 

(c) Cured-on solids, 

(a) Pneumatic tires. 

(e) Tubes. 

5. Camelback and repair materials: 

(a) Truck type and heavy duty. 

(b) Passenger type. 

6. Passenger and motorcycle tires and tubes: 

(a) Tires. 

(b) Tubes. 

7. Bicycle tires and tubes: 

(a) Tires. 

(b) Tubes. 


(2) The foregoing production pattern es- 
tablishes the order of preference in which 
each manufacturer’s interchangeable facili- 
ties must be used in the manufacture of tire 
and tube products and applies to facilities in 
each group or sub-group or in as many groups 
“4 "are covered by the manufacturer’s facil- 

es. 

(3) Where there is any degree of inter- 
changeability in the use of the manufactur- 
er's facilities, these facilities shall be ex- 
tended to a lower group or sub-group in ac- 
cordance with the production pattern when 
the manufacturer has established an inven- 
tory position not exceeding 15 days’ supply in 
each higher group or sub-group for which the 
facilities are used. Inventories thus estab- 
lished shall be maintained in accordance with 
the production pattern. 

For the purposes of this list, a 15-day in- 
Ventory position means one-fourth of the 
manufacturer’s sales during the preceding 60 
day period. 

For example: Assume that a 15-day posi- 
tion has been established in groups 1 and 2. 

releases interchangeable facilities for 
the remaining groups in order of prefer- 
*ice. When inventories are exhausted in 


groups 1 and 2, then any interchangeable 
facilities which are used in a lower group in 
the pattern must be diverted to groups 1 and 
2 as soon as possible in order to re-establish 
an inventory not exceeding a 15-days’ sup- 
ply in groups 1 and 2 and in accordance with 
the pattern. 

Another example: Requirements for Item f 
of group 2—truck tires of 15 inch and 16 inch 
bead diameter through 7.50 cross-section 
(these are also passenger type sizes) must 
be met to the extent of an inventory not ex- 
ceeding a 15 days’ supply before production 
facilities snall be used for regular passenger 
tires in group 6. 

(4) The use of interchangeable tire and 
tube production facilities, except in accord- 
ance with the foregoing production pattern, 
is prohibited unless specific authorization in 
writing is secured from the War Production 
Board. 

(b) Miscellaneous provisions. (1) Be- 
cause of the urgency for maximum tire and 
tube production and in view of the critical 
manpower shortage, no manufacturer shall 
perform the following operations: 

(i) Wrapping of tires, regardless of end 
use. 
(ii) Removal of minor light spots and sur- 
face imperfections not actually harmful from 
a service standpoint. 

(2) Deviations from normal manufactur- 
ing practices which are set forth in this 
paragraph (b) shall not be interpreted as per- 
mitting any relaxation of essential inspec- 
tion of the finished product. 5 


List 17—REGULATION FOR THE MANUFACTURE 
OF TIRE AND FLAP CuRING BaGs 


Note: List 17 amended in its entirety 
Nov. 9, 1944. 


(a) Manufacturing regulations. The man- 
ufacture of tire and flap curing bags of all 
sizes and types is subject only to the follow- 
ing regulations: 

The use of crude rubber in the manufac- 
ture of tire and flap curing bags shall con- 
form to the regulations shown in Table A. 


TABLE A 
Maximum 
crude rub- 
ber, by vol- 
ume, in 
curing bag, 
per tire 
cured, in 
Size Type percent of 
the sum of 
the total 
RHC plus 
synthetic 
rubber of 
the tire 
15’ and 16” rim diameter__| Industrial._... 
All (except 15’ and 16” rim 2.0 
diameter). 
15” and 16’ rim diameter_| Farm tractor. 
All (except 15” ana 16” rim |_.__. Pee 11 
diameter). 
6.00 through 8.25, all rim | Truck-......... “4 
diameters. 
9.00 through 11.00, all rim }..... 
diameters. 
12.00 and 13.00, all rim di- |.....do_.......- - 10 
ameters. 
16.00 up, all rim | 
13.0 
8.0 
3.8 
All 12 ply____-- 2.0 
All 14 and 16 ply 1.5 
All 18 ply up 8 
7.50 through 10.00, all rim | Grader_....... 5 
diameters. 
11.00 through 14.00, allrim 1.2 
diameters. 
4 Bicycle 1.0 
Flap bags..... 1.0 
1 Additional crude rubber may be consumed in curing 
bags if such rubber is deducted from the allowable crude 


rubber permitted in the manufacture of the tire being 
cured, or from tires within the specific group in which 
said tire is grouped. 

2 Crude rubber and Latex permitted only in =? 
valve adhesion pads, splicing gum strips and cemen’ 
and identification inks and cements, 
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(b) Marking of synthetic curing bags. All 
curing bags containing synthetic rubber shall 
have a permanent circumferential colored 
stripe at least three-eighths inch wide ap- 
plied on the base section of the bag. The 
appropriate color shall be determined from 
paragraph (c) of List 22, Appendix II. 


List 18—REGULATIONS FOR THE MANUFACTURE 
OF AIRPLANE TIRE TUBES 


Norse: Table A amended Nov. 9, 1944. 


(a) General provisions, The crude rubber 
content of any tube governed by this List 18 
shall not include processing losses or crude 
rubber used in valves. 

(b) Manufacturing regulations. (1) Tubes 
of any size and type may be manufactured 
to fill both Government and civilian orders 
(subject, for Government orders, to the ap- 
proval of the procuring agency) provided 
that crude rubber and latex are consumed 
only in valves (where permitted in List 33), 
valve adhesion pads, splicing gum strips and 
cements, and identification inks and cements. 

(2) The manufacture of tubes consuming 
more crude rubber than permitted by para- 
graph (b) (1) of this List 18 shall be limited 
to the sizes and types listed in Table A, sub- 
ject to the maximum crude rubber content 
designated therefor. 


TABLE A 
Hag 
29 
Bice. Type 
8. C. Landing wheel tubes_..... 5, 96 
do... 7. 63 
8. C. Nose whee! tubes. ........ 4. 60 
33 SCB do 6.10 
36 SCB 7.20 
39SCB 94 
44SCB 1.34 
47 SC 
61 
56 SCB....... 
19.00. 
23. 
26.00 
30.00 
19.00 
23.00 
26.00 
High pressure landing wheel | 2.10 
tu 
do 2. 74 
do. 3.23 
2 Ciccscaee High pressure special duty land- | 1.43 
ing wheel tubes. 
30x 7 2.15 
32x8 2. 63 
34x 3. 80 
36 x 4.05 
38x 4. 54 
40x 5. 96 
42x 6. 45 
46x 14 11. 45 
10% x 4. 62 
pressure landing wheel} 2.28 
u 
15.00-16 DO...}..... --| 8.35 
15.00-16 FB...}..... do 8.35 
6. 9. 54 
19. 14. 80 
10. 00-7_....... Low pressure tailwheel tubes....| 2.86 
ee Extra low pressure landing | 10.00 
wheel tubes. 
(c) Marking of synthetic tubes. All tubes 


containing synthetic rubber shall have a per- 
manent circumferential colored stripe at least 
three-eighths inch wide applied on the base 
section of the tube. The appropriate color 
shall be determined from paragraph (c) (2) 
of List 22. 
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List 20—REGULATIONS FOR THE MANUFACTURE 
OF VIBRATION MOUNT AND SHOCK ABSORBERS 


_ (a) Manufacturing regulations. (1) No 
crude rubber or natural latex may be con- 
sumed in the manufacture of compression 
type mountings or insulations regardless of 
shore durometer reading. 

(2) No crude rubber or natural latex may 
be consumed in the manufacture of plate, 
sandwich, tubular or other types of shear 
mountings or insulations where the tempera- 
ture of applications are minus 40° F. and 
above. Engine and instrument mounts for 
aircraft may be considered as falling in the 
applications functioning below minus 40° F. 
Therefore, crude rubber or natural latex may 
be consumed in the manufacture of plate, 
sandwich, tubular or other types of shear 
mountings or insulations for aircraft engine 
and instrument mounts. 

(3) No crude rubber or natural latex may 
be consumed in the manufacture of non- 
bonded torsional vibration dampers but 
bonded torsional vibration dampers may be 
manufactured from crude rubber or latex 
until further notice. 

(4) No crude or natural latex may be 
consumed in the manufacture of cushioning 
for cameras, or cushioning or parts for radio 
and radar instruments and/or fire and flight 
control mechanisms. 

(5) Crude rubber or latex may be used for 
bonding cements and tie-gum compounds 
but shall not exceed 1/32’’ thickness for any 
type of vibration mount or shock absorber, 


List 21—REGULATIONS FOR THE MANUFACTURE 
OF RUBBER FOOTWEAR 

(a) General provisions. (1) The manufac- 
ture of rubber footwear and canvas rubber 
soled shoes shall be limited to the items 
shown in paragraphs (b), (c), (d), and (e) 
of this List 21. 

(2) All rubber footwear and canvas shoes 
shall be manufactured in black color com- 
pound only. 

(3) Unlimited plus or minus variations 
from average weight of total crude rubber 
and latex per pair are permitted provided 
the over-all consumption of crude rubber 
and latex does not exceed total permitted 
consumption on the basis of listed ceilings 
for all items manufactured. 

(4) [Deleted Aug. 25, 1944] 

Average weight 
of crude rubber 
and latex per 
pair maximum 

(b) Essential health items. (in pounds) 
Men’s short boots—regulation height. 0.08 
Women's short boots—(molded heel). .05 


Men's 
Men’s. 2-buckle perfection........... 12 
Men's 5-buckle rubber mid-weight 
.09 
Men's 4-buckle rubber mid-weight 
Men’s 4-buckle rubber light-weight 
Men’s 4-buckle cloth farm-weight 
.05 
Men's 4-buckle cloth light-weight 
Boys’ 3-buckle rubber light-weight 
Youths’ 3-buckle rubber light-weight 
Women’s 4-buckle rubber light-weight 
Women's 2-snap gaiter (rubber).... .025 
Misses’ 2-snap gaiter (rubber) 
Child's 2-snap gaiter (rubber) - .02 
Men’s 2-buckle work - .05 
Men’s work rubber-storm semi- 
Boys’ storm work rubber_.-...-.-.-.. - 04 
Men’s dress rubber-storm, over & clog 
Men’s clog (molded) ................. -018 
Boys’ dress rubber-storm & over (soft 
Youths’ storm rubbers.............. - .025 
Women's toe rubbers_ 


Average weight 
of crude rubber 
and latez per 
pair maximum 
(b) Essential health items. (in pounds) 
Growing girls’ storm rubber.....--... .02 


Misses’ storm rubber 02 
Women’s over — 
Child’s storm rubber 
Women’s 10%"’ over-the-shoe arctic. .025 
Misses’ over-the-shoe arctic..._. 


Child’s 8’’ over-the-shoe arctic...-..... .02 
(c) Severe occupational ttems.. 


Men’s short boot (plain toe)...-.--... .14 
Men’s short boot (steel toe)------.-.. .15 
Men’s storm king boot (plain toe)...... .19 
Men’s storm king boot (steel toe)..... .20 
Men’s storm king fireman’s boot » 
Men’s hip boot and thigh (plain toe)... .24 
Men’s hip boot and thigh (steel toe)... .24 
Men’s 15’’ lacepac (plain 14 
Men’s 15’’ lace pac (steel toe)_-.-.-... .15 
Men's 10”’ mine pag (plain toe)....... .12 
Men’s 10”’ mine pac (steel toe).-...... .13 
Men’s work shoe (plain toe)..-....-.. .09 


Men’s work shoe (steel toe) 
Women’s work shoe (plain toe)....... .09 
Men's body boot - 33 


(ad) Canvas rubber soled shoes of 
vulcanized construction, 


Men’s training shoe—black duck up- 


Boys’ training shoe—black duck up- 
Men’s trimmed lace to toe bal. black 
or brown duck upper 
Boys’ trimmed lace to toe bal. black or 
Youths’ trimmed lace to toe bal. black 
or brown duck OT 
Little gent’s lace to toe bal. black or 
brown duck upper (trimmed) 06 
Women’s lace to toe gym bal. white 
Misses’ lace to toe gym bal. white 
Men’s untrimmed oxford white duck 
Boys’ untrimmed cir. vamp oxford 
white duck 07 
Youths’ untrimmed cir. vamp oxford 
06 
Women’s untrimmed oxford white duck . 
-07 
Misses’ untrimmed cir. vamp oxford 
white duck upper . 06 
Child’s untrimmed cir. vamp oxford 
white duck upper -05 


(e) Government order arsenal-ord- 
nance order and munition plant 


order items. 
Men’s hip boot BQD #113—16 April 


Men's top lace short boot BQD #112— 


Men’s lumber-over shell, Yukon type 

BQD +57F—7 May 
Men’s 4-bkle. rubber arctic (Army- 

Navy Spec.) aes 19 
Men’s 5-bkle, rubber arctic with safety 

sole BQD #116—2 Sept.’ 1948_______ 
Men’s 4-bkle. cashmerette arctic BQD 

#56C—29 Jan. 
Men’s 4-bkle. extra large cashmerette 

arctic (Spec. pending) .14 
Women’s 4-bkle. cashmerette arctic 

BQD +99B—20 Jan. 08 
Women’s 4-bkle. extra large cash- 

merette arctic (Spec. pending) -_.-- . 08 
Women’s 2-snap_ gaiters (rubber) 

Men's Jungle Boot BQD #79B—8 Nov. 

Women’s heavy storm rubber BQD 

Men’s short legging boot—conductive 

sole (Army - 


Men's short legging boot (Army Ord. 
Spec.) 


(e) Government order, etc-—Continued 
Average weight 
of crude rubber 
and latex per 
pair maximum 


(in pounds) 
Men’s powder-plant over - the - shoe 
boot 
Women’s 10’’ pullover boot—conduc- 
tive sole) Army Ord. Spec.) .10 
Men’s work shoe—conductive sole 
(Army Ord. Spec.) .19 
Men’s work rubber—conductive sole 
(Army Ord. Spec.) .14 
Men’s clog—conductive sole (Army 
Men’s industrial hip boot—shell con- 
Men’s industrial hip boot—shell con- 
struction—steel toe_ .43 
Men’s industrial short hoot—shell con- 
Men’s industrial short boot—shell 
construction—steel 


Aviators’ winter flying boot (Aero. 
Spec. M380-B) -..- (*) 
Men’s flying boot (A6) () 
Men’s flying boot (A9) () 
D-1 electrically heated flying boot in- 
sert (Used in A9 boot) .10 
Men’s flying boot (A10) .13 
Pilots’ shoes—rubber surface—mukluk 


type (A13) 
Pilots’ shoes—canvas and rubber— 
mukluk type (Al14)-~. -10 
Men’s tennis shoe with safety sole 
BQD #117—26 July .07 
Men's hip boot, medium weight (Navy 
Spec.) . 38 
Men’s short boot, heavy weight (Navy 
Men’s storm rubber (Navy Spec.)--.. .07 
Men’s clog non-slip sole (Navy Spec. 
Men’s clog molded (Navy Spec.) 
Women’s snap gaiter (rubber) (Navy 
Spec.) ....... 06 
Men’s gym shoes (Navy Spec.)--.---.. .07 
Women’s gym shoe (Navy Spec.) ...--.- .07 
Men's training shoe (molded sole) 
Men’s electrically heated flying boot 
(Navy-Aero M456) an 


Men’s 5-bkle. sea arctic N-1 non-slip 
sole (rubber) (Navy Spec. 72A-3)-. .17 


Men’s wading suit (Aero Spec.) 
Men’s wading shoe (Aero Spec.) .----- . 08 
Men’s wader overshoe—armpit height 
(Engineers Spec.) BQD #139_----- 65 
Men’s wader over-the-foot, waist 
height (Signal Corps Spec.) ...----- . 60 
Men’s 2-bkle. cloth arctic (Marine 
Spec.) - 


Men's 2-bkle. perfection (diving suits 
and felt boots) (Merchant Marine 


Men’s sea boot—non-slip sole, Navy 
38 
Men’s firemen’s storm king boot Navy 
72B2 revised . 59 
Men’s 5-bkle. rub. arctic (Navy) 72- 
A-4 shore arctic N2 22 


1Cements only. 


List 22—REGULATIONS FOR THE MANUFACTUSE 
OF COMPOUNDS FOR TIRES AND TIRE CASINGS 


(a) Applicability. These regulations gov- 
ern the manufacture of compounds for tires 
and tire casings. Other lists attached t0 
Appendix II will govern the use of these 
compounds in the manufacture of finished 
products. These compounds need be 
only when required by other regulations con 
tained in lists attached to Appendix II. The 
variations permitted by this List 22 are ale 
lowed in the manufacture of finished prod- 
ucts covered by other applicatle lists unless 
expressly prohibited by such other lists. 

(b) Natural rubber compounds. The come 
position of natural rubber compounds shall 
be governed by the regulations set forth 
in the following table: 


° 
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Percent by volume 
Description of compound 
Grade Crude rubber Total RHO 
Type Max. Min. Max. Min. 

d com ds A 73.0 71.0 75.0 71.0 

tion com ; . 
om B 78.0 73.0 94. 2 75.0 


(c) Synthetic rubber compounds, ~ (1) 
No regulations are now designated for the 
manufacture of synthetic rubber compounds 
for tires and tire casings. 

(2) The identification of the various types 
of synthetic rubber is effected by designating 
each type by a letter and a color. 


Letter Color Type of synthetic 
‘Red_............] GR-S (Buna 8). 
Light blue......| GR-! (Buty)). 


(d) Synthetic tire constructions. (1) The 
distribution of synthetic ru’ober in tires and 
tire casings is controlled by the following 
synthetic construction identification num- 
bers, which indicate the proportion of syn- 
thetic rubber to crude rubber, and the place- 
ment of the synthetic rubber. 


Synthetic construction Type of 
identification numbers: synthetic 
S-3, S-4, S—5, etc ---GR-S 


(2) S-3 denotes 100% GR-S tread on a 
100% GR-S carcass, except that: 

Crude rubber may be used throughout the 
tire at the manufacturer’s discretion, but 
shall not exceed, by weight, the following 
percentage of the sum of the crude rubber, 
GR-S synthetic rubber and reclaimed rubber 
hydrocarbon contents: 


Percent 
Passenger and motorcycle 1.25 
2.00 
All other 


Individual sizes may exceed the indicated 
maximum percentage, provided that the 
average crude rubber content of all sizes of 
the same type of tire does not exceed the 
indicated maximum percentage. 

(3) S-4 denotes approximately 909% GR-S 
and 10% crude rubber, distributed through- 
out the tire at the manufacturer’s discretion, 
except that: - 

Crude rubber may be used only to the 
extent permitted by the “maximum content 
crude rubber” designated. 

(4) S-5 denotes 100% GR-S tread on a 
Natural rubber carcass, except that: 

Crude rubber may be used only in cements, 
in tread and side-wall splice gum strips and 
in the tire body, but only to the extent per- 
mitted by the “maximum content crude 
tubber” designated. 

(5) S-6 denotes approximately 70% GR-S 
and 30% crude rubber, distributed through- 
out the tire at the manufacturer’s discretion, 
except that: 

Crude rubber may be used to the extent 
Permitted by the “maximum content crude 
Tubber” designated. 

(6) S-7 denotes approximately 35% GR-S 
and 65% crude rubber, distributed through- 
out the tire at the manufacturer’s discretion, 
except that: 

Crude rubber may be used only to the ex- 
tent permitted by the “maximum content 
rude rubber” designated. 

(7) S-8 denotes approximately 98% GR-S 
&nd 7% crude rubber, distributed through- 
out the tire at the manufacturer’s discretion, 
&Xcept that: 

Crude‘rubber may be used only to the ex- 
tent permitted by the “maximum content 
tude rubber” designated. 


List 23—-REGULATIONS FOR THE MANUFACTURE 
or TIRE AND TUBE REPAIR MATERIALS 


(a) General provisions. Only one grade 
of product may be manufactured in each 
item governed by this List 23, and that grade 
must be consistent with maintaining a qual- 
ity adequate for the service for which the 
product is designed. 

(b) Manufacturing regulations The man- 
ufacture of tire and tube repair materials 
shall be limited to the items shown in this 
paragraph (b), subject to the compound 
regulations designated therefor, 

Maximum 
percent, 
by volume, 

of crude 
4 rubber in 
Description of Item compound 
(1) Bulk tire repair materials: 
(a) Tread repair stock max. 


30.0 
(b) Repair cushion stock__...-..-__ 40.0 
(c) Cord repair friction (.047 max. 
(d) Sq. woven fabric friction...__-- 40.0 
(e) Cements (cold cure)........-.. (*) 
(f) Cements (vulcanizing) (7) 
(2) Tire patches: + 
(a) Uncured—vulcanizing type: 
y 40.0 
(b) Cured and semi-cured vulcaniz- 
ing type: 
Body - ~ . 
(c) Temporary emergency-cold cure 1 
type (composite) .......... 
Tire reliners_ 0.0 
(e) Nail hole plugs. 0.0 
(3) Tube patches: 
(a) Combination tube repair gum 
(cured back, uncured face)... (?) 
(b) Tube repair gum (uncured). 60.0 
(c) Hot patch gum (uncured).... 78.0 
(ad) Truck tube valve repair patches 
(composite) 60.0 
(e) Tube replacement valve facing. 60.0 
(4) Sectional bags. (®) 


*Max. .20 pound crude rubber per gal. 

+ As required. 

1Crude rubber may be consumed in ce- 
ments for adhesion purposes in manufactur- 
ing tire patches. 

? Maximum 1.15 pounds crude rubber per 
square yard. 

® Maximum of 80% crude rubber, by vol- 
ume of the sum of the total RHC plus syn- 
thetic rubber. 


(c) Restrictions. (1) In items (2) (c), 
(8) (a), and (8) (d), different grades of 
compounds may be used in the cured and 
uncured portions of each provided the total 
crude rubber content in the whole item does 
not exceed the percent represented by the 
compound grade specified. 

(2) Repair kits containing any of the above 
materials, except garage kits, shall not con- 
tain more than 20 square inches of combina- 
tion tube repair gum, nor more than 1.5 
cubic inches of any rubber cement. 

(8) Garage kits containing any of the 
above materials shall contain not more than 
800 square inches of combination tube re- 

gum and not more than ¥% pint of rub- 
cement. 
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List 24—REGULATIONS FOR THE MANUFACTURE 
or TIRES AND TIRE CASINGS (EXCEPT AIRPLANE 
AND BICYCLE TIRES) 


Nore: Tables B and C amended Nov. 9, 1944. 


(a) General provisions. (1) The crude 
rubber content of any tire or tire casing 
governed by this List 24 shall not include 
processing losses or crude rubber used in 
curing bags. 

(2) No crude rubber or latex shall be con- 
sumed in the cord treatment. 

(3) On those sizes of natural rubber tires 
for which no “maximum content crude rub- 
ber” is designated, the compound grades 
shown under “compound designation” shall 
apply (the first letter designating the friction 
and the second letter designating the tread 
compound grade) and the composition of the 
compounds shall conform to the regulations 
set forth in List 22, Appendix II. 

(4) On those sizes of synthetic rubber 
tires for which no “maximum content crude 
rubber” is designated, the tire construction 
shall be of the synthetic type designated and 
the compounds thereof shall conform to the 
appropriate regulations set forth in List 22, 
Appendix II. 

(5) The use of rayon in the manufacture 
of tires and tire casings governed by this List 
24 shall conform to the regulations set forth 
in List 32, Appendix II. 

(6) When the cord used in any tire is of 
& gauge less than 027 inch as measured by 
the current ASTM standard in effect, the 
“maximum content crude rubber” permitted, 
if based on cotton construction, shall be 
reduced by 6 percent. 

(7) Only one grade of tire may be manu- 
factured in any size, ply and type, and that 
grade must be consistent with maintaining 
a@ quality adequate for the service for which 
the tire is designed. 

(8) Where “Mud-Snow” type tread is desig- 
nated in this List 24, tires with either direc- 
tional or non-directional (ND) tread designs 
may be manufactured. 

(9) Single marked high pressure type tires 
or single marked balloon type tires may be 
substituted for dual marked type tires. 

(10) S-7 synthetic construction may be 
substituted for S—-5 synthetic construction 
wherever S-5 is designated in this List 24, 
subject, for Government orders, to the ap- 
proval of the procuring agency. The “maxi- 
mum content crude rubber” designated for 
S-5 shall also apply to S-7. 

(b) Manufacturing regulations. (1) 
Pneumatic tires of any size, ply and tread 
type may be manufactured provided that 
they conform to the regulations for S-3 
synthetic construction tires in List 22, Ap- 
pendix II. 

(2) Solid tires (except bogie, idler, and 
support rollers), including cured-on solid 
tires, 4’’ x 1%’’ up, may be manufactured: 
Provided, That: 

Crude rubber is consumed only as follows: 

Hard rubber base type. Crude rubber shall 
be consumed only in cements and/or hard 
base and shall not exceed, by weight, ten 
percent of the sum of the crude rubber, 
synthetic rubber and reclaimed rubber hydro- 
carbon contents. 

Tie-gum base (soft base) type. Crude rub- 
ber shall be consumed only in cement and/or 
tie gum and shall not exceed, by weight, 
eight percent of the sum of the crude rubber, 
synthetic rubber and reclaimed rubber hy- 
drocarbon contents. Individual sizes may 
exceed the eight percent maximum, provided 
that the average crude rubber content of all 
sizes does not exceed the eight percent 
maximum. 

(3) The manufacture of tires and tire 
casings consuming more crude rubber than 
permitted by paragraph (b) (1) and (b) (2) 
of this List 24 shall be limited to the sizes, 
plies and tread types listed in this paragraph 
(b) (3), subject to the maximum crude rub: 
ber contents or compound grades designated 
therefor. 
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TABLE C—BOGIE, IDLER AND SUPPORT ROLLERS 


Mazimum percent, by 
weight, of total hy- 
drocarbon which may 
Description of product: becruderubber 
Bogie wheel tires for light tanks, 


8 
Idlers for light tanks, size 30 x 

8 
Bogie wheel tires for light tank, 

M-24, size 2514 x 444--.---. 8 
Support rollers for light tank, 

M-24, size 11 x 3............ 8 


Bogie wheel tires for medium 

tanks, size 20 x 9 x 16___.-.-. As needed, 
Bogie wheel tires for medium 

tanks (Horizontal volute Sus- 

pension), size 2014 x 614_... As needed. 
Support rollers for medium 

tanks (Horizontal volute Sus- 

pension), size 18144 x 3% and 

8 
Idlers for medium tanks (Hori- 

zontal volute Suspension), 


Bogie wheel tires for medium 

tank, T26E1, size 26 x 6___--- As needed. 
Support rollers for medium 

tank, T26E1, size 14 x 3_____ 8 
Idlers for medium tank, T26E1, 


Bogie wheel tires for 76 mm. 

gun motor carriage, M-18 and 

tractor T41E1, size 26 x 4144. 8 
Support roller tires for 76 mm. 

gun motor carriage, M-18 and 

tractor T41E1, size 10 x 3144_. 8 
Bogie wheels for half-tracks, 

Bogie wheel “tires for carrier, 

Universal, T-16, 20 x 3___-__ 8 
Idlers for carrier, Universal, 

Bogie wheel tires for carrier, 

cargo, M29 and M-29C size 


8 
Bogie wheel tires for tractor, 7 

ton, M2, size 14x 44%4_______- 8 
Support rollers for tractor, 7 

ton, M2, size 7 x 214..._.... 8 
Bogie wheel tires for tractor, 13 

ton, M65, size 20 x 6 x 16____. 8 
Support rollers for tractor, 13 

ton, M5, size 9 x 6_..-.-.-_. 8 
Bogie wheel tires for tractor, 18 

ton, M4, size 20 x 9 x 16____-. 8 
Bogie wheel tires for tractor, 38 

ton, M6, size 20 x 6 x 16__-.-- As needed. 


Bogie wheel tires and support 
rollers for tractor, snow, M7, 


Bogie wheel tires for LVT, size 

Idlers for LVT, size 7 x 714---. 8 


Support rollers for LVT, size 


8 
Support idler for LVT, size 24 

x Te As needed. 
Rll As needed, 


(c) Branding of tires. (1) All natural rub- 
ber tires or tire casings manufactured to fill 
Civilian orders shall bear, on the serial side 
and near the serial number, a brand with 
the words “War Tire” and the letters desig- 
nated under Compound Designation. Let- 
ters used to brand tires of a cross-section of 
6.50 inches or more shall be at least one- 
fourth inch high, while those used to brand 
Smaller tires shall be at least one-eighth inch 
high, This “War Tire” brand may (but need 
not) be applied to natural rubber tires or 
tire casings manufactured to fill Government 
orders, at the discretion of the manufacturer. 

(2) All synthetic rubber tires.or tire cas- 
ings manufactured to fill either Civilian or 
Government orders shall have a colored dot, 


either circular or rectangular (with or with- 
out rounded corners or ends) and with an 
average effective dimension of at least one 
inch, vulcanized on both sides of the tire, the 
appropriate color to be determined from sub- 
division (c) (2) of said List 22. In addition, 
all synthetic rubber pneumatic tires or tire 
casings shall bear, on both sides of the tire 
and in characters at least five-eighths inch 
high, a brand showing the appropriate syn- 
thetic construction identification. The col- 
ored dot and the brand shall be permanent 
and may be superimposed if desired. The 
colored dot and synthetic construction iden- 
tification may be smaller than the designated 
minimum on sizes of tires for which the des- 
ignated minimum is unreasonably large. 

(d) Tolerances. (1) On those sizes of na- 
tural rubber tires, in this List 24, for which 
no “maximum content crude rubber” is des- 
ignated, but for which friction and tread 
compound grades are designated, a manufac- 
turer can calculate the maximum amount of 
crude rubber and total RHC which may be 
used in the manufacture of a tire or tire 
casing of any such size. Within the maxi- 
mum amounts thus calculated, a manufac- 
turer may, at his discretion, shift the 
amounts between friction and tread. 

(2) On those sizes, in this List 24, for 
which “a maximum content crude rubber” 
is designated, a manufacturer shall have, in 
each respective size, an operating tolerance 
on the content of crude rubber limited only 
by the maximum content designated. 

(3) On those sizes, in this List 24, for 
which no “maximum content crude rubber” 
is designated but for which friction and 
tread compound grades are designated, the 
tolerance set forth in said List 22 shall apply. 

(e) Definitions. (1) Where used in this 
List 24, “Standard Highway” as applied to 
tread type means regular skid-depth, “100” 
level, on-the-road type. 

(2) Where used in this List 24, “Mud- 
Snow”, as applied to tread type means extra- 
traction, on-and-off-the-road type. 


List 25—REGULATIONS FOR THE MANUFACTURE 
or TirE TUBES (Except AIRPLANE AND BI- 
CYCLE TIRE TUBES) 


Nore: Tables B and C amended Nov. 9, 1944, 


(a) General provisions. (1) The crude 
rubber content of any tube governed by this 
list 25 shall not include processing losses or 
crude rubber used in valves. 

(2) Only one grade of tube may be manu- 
factured in any size and type, and that 
grade must be consistent with maintaining 
a quality adequate for the service for which 
the tube is designed. 

(3) The restrictions of this List 25 shall 
not apply to tubes for city and intercity bus 
mileage contract tires of cross-sections 10. 00 
and larger. 

(b) Manufacturing regulations. (1) 
Tubes of any size and.type may be manu- 
factured to fill both Government and civilian 
orders (subject, for Government orders, to 
the approval of the procuring agency): 
Provided, That: 

Crude rubber and latex may be consumed 
only in valves (where permitted in List 33), 
valve adhesion pads, splicing gum strips and 
cements, and identification inks and cements. 

(2) The manufacture of tubes consum- 
ing more crude rubber than permitted by 
paragraph (b) (1) of this List 25,shall be 
limited to the sizes and types listed in Table 
A, subject to the maximum tube volumes 
and crude frubber contents designated 
therefor. 

(3) The manufacture of tubes from GR-I 
shall be limited to the sizes and types listed 
in Tables A, B and C. No restriction is 
placed on maximum tube volumes or max- 
imum content GR-I, 
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TARLE A—GOVERNMENT AND CIVILIAN ORDERS 


Maxi- | Maxi- 

mum | mum 
tube content 

Bize Type volume} crude 

in rubber 

cubie in 

inches | pounds 
pS aa Truck and bus....} 827.5 21. 95 


Size: Type 
Passenger. 
Truck. - 
Do, 
Do, 
Do. 
= Do, 
Do. 
Do. 
-18 - Do, 
Do. 
Do. 
Combat (U. 8.) 
Do. 
Do, 
Do. 
Do. 

Do. 

Do. 

10.50/11 00-18..-. Truck and Bus (De- 

sert). 

14.00—20_...- Do. 

TABLE C—GOVERNMENT AND CIVILIAN ORDERS 

: Type 

8.25-16 Truck and Bus. 
Do, 
-20 Do, 

= Do. 

Do. 

Do. 
Do. 
Do. 

Do. 
Do, 
Do, 
Do. 
-24 Do. 

MT-18 Do. 
Do, 

Do. 

Do. 
Do. 
Do. 

Low Plat. Trailer. 

Do. 

Motorcycle. 


(c) Marking of synthetic tubes. All tubes 
containing synthetic rubber shall have a per- 
manent circumferential colored stripe at 
least three-eighths inch wide applied on the 
base section of the tube. The appropriate 
color shall be determined from paragraph 
(c) (2) of List 22, Appendix II. 

(d) Tolerances. On those sizes in this 
List 25, for which a “maximum tube volume” 
and a “maximum content crude rubber” is 
designated, a manufacturer shall have a toler- 
ance on the tube volume and the content of 
crude rubber limited only by the maximums 
designated therefor. 
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RETREADING MATERIALS 


Percent by volume in compound 


Total 
Crude RHC 
GR- Total 
Description of product s |new rubber = Restrictions 
rubber 
Max. | Min. | Max.} Min.| Min 


‘A’ Camelback, capping stock, lug] 0,0 | 65.0 |_... 


stock and base stock.! 


‘C’ Camelback, capping stock, lug stock | | 45,0} 50,0 


and base stock.! ‘ 
‘F’ Camelback and capping stock.24.....] 0.0] 0.0 


65.0 (5.0 | No restrictions on use for treading pur- 
poses. 
45, 0 45.0 | No restrictions on use for treading pur- 


poses. 
0.0 £0.0 | Passenger only. 


Filler Max. thickness }6”, 244” and 314’ 
widths only. 

Full circle curing tubes. ty ees See Crude rubber permitted only in valves, 


valve adhesion pads, splicing gum 
strips and cements, and identification 
inks and cements. Synthetic curing 
tubes shall be marked in accordance 
with List 25, Para. (c). 


1 Crude rubber may be consumed in cushion gum to be applied to Grades ‘A’ and ‘OC’ treading materials, but the 


crude rubber so consumed shall not exceed, by weight, 2.0 percent of the total weight of treading material. 


? Crude rubber may be consumed in cushion gum to be applicd to Grade ‘F’ camelback or capping stock, but the 
crude rubber so consumed shall not exceed, by weight, 1.6 percent of the total weight of camelback. f 
**F’ Grade camelback and capping stock shall not be manufactured in die sizes with crown widths wider than 5’, 


List 31—REGULATIONS FOR THE MANUFACTURE 
or TANK BLOCKS, TREADS, AND BAND 
‘TRACKS 


Manufacturing regulations. The manu- 


' facture of tank blocks, treads, and band 


tracks is subject only to the regulations on 
the use of crude rubber shown in Table A 
below. 


TABLE A—-TANK BLOCKS, TREADS, AND BAND 
TRACKS 


Mazimum percent, by weight, 
of total hydrocarbon which 
may be crude rubber 
Description of product: 


Band Tracks, Tractor, M-2_... 31 
Band Tracks, Tractor, M-7_-_. 43 
Band Tracks, Carrier, Cargo, 

M-29 and 60 
Band Tracks, Half Track Ve- 

40 
Light Tank Track Blocks.... | 8 
Medium Tank Track Blocks: 

Smooth Blocks T-51..... = 8 

Chevron Blocks T-48....... As required 
Tank Track Pin Bushing and 

Links_.. --. As required 
All other--. -- As required 


List 32—REGULATIONS FOR THE USE OF HIGH 
TENACITY Rayon CorpD 


(a) In the manufacture of rubber products, 
high-tenacity rayon cord may be used only 
for the following listed products. 


Order oj Preference and Type of Product 

. Airplane tires. 

. Self-sealing fuel cells. 

. Bullet-sealing hose. 

. Combat (U.S.) tires including only cross- 
sections 8.00 and larger. 

. Mileage contract bus tires: 

(a) Intercity bus tires of cross-section 
9.00 and smaller in S-3, S-4, 8-5, 
S-6 and S-7 synthetic construc- 
tions only. 

(b) Intercity bus tires of cross-sections 
10.00 and larger in any crude 
rubber or synthetic rubber con- 
structions. 

(c) City bus tires in S-3, S44, S-5, 8-6 
and S-7 synthetic constructions 


a 


only. 
6. Synthetic rubber truck and bus tires, 
including only: 
Tread Types: Standard low Platform 
Trailer. 


Order of Preference and Type of 
Product—Continued 

6. Synthetic rubber truck and bus tires, 
including only—Continued, 

Sizes: 7:50 and up, 10 plies and more. 

Constructions: S-3, S-4, S-5, S-6 and 
S-7. 

Orders: Government and Civilian, 
7. Truck and bus tires, including only: 
Tread Types: Standard Highway and 
Mud-Snow. 

Sizes: 14.00-20-24, 20 plies. 

Constructions: Any. 

Orders: Government only. 

8. Synthetic rubber truck and bus tires, in- 

cluding only: 

Tread Types: Standard Highway, Mud- 
Snow. 

Sizes: 8.25 through 10.00, 10 plies and 
more. 

Constructions: S-4 and S-6. 

Orders: Government and Civilian, 

9. Truck and bus tires, including only: 
Tread Types: Standard Highway: 
Sizes: 8.25-20, 10 and 12 plies. 

9.00-20, 10 plies. 
9.00-20 /36x8, 12 plies. 
10.00-—20-22, 12 plies. 
11.00—20-22, 12 plies. 
Constructions: S-4, S-5, S-6 and S~7. 
Orders: Civilian only. 
10. Synthetic truck and bus tires including 
only: 
Tread Types: Standard Highway, Mud- 
_ Snow. 
Sizes: 10.50 and up, 10 plies and more. 
Constructions: S—4 and S-6. 
Orders: Government and Civilian. 
11. Synthetic special purpose tires including: 
Tread Types: Rock Service, Logger, 
Earthmover, and 18.00 and up Mud- 
Snow. 
Sizes: All. 
Constructions: S-4, S-6 and 8-7. 
Orders: Government and Civilian. 
12. Synthetic truck and bus tires including 
only: 
Tread Types: Standard Highway, Mud- 
Snow. 
Sizes: 7.00 and 7.50, 10 plies. 
- Construction: S-3 and S-4. 
Orders: Government and Civilian. 
13. — truck and bus tires including 
only: 


Tread Types: Mud-Snow. 
Sizes: 7.50-20/8 and 9.00-16/8. 
Construction: 8-8. 

Orders: Government only. 


Order of Preference and Type of 
Product—Continued 
14, Synthetic truck and bus tires including 
only: 
Tread Types: Standard Highway, Mud- 
Snow. 
Sizes: 14.00-20-24, 18 plies. 
Construction: 8-4, S-5, S-6 and S-7, 
Orders: Civilian only. 
15. V-Belts. 
16. Synthetic truck and bus tires including 
only: 
Tread Types: Standard Highway. 
Sizes: 7.50-16, 8 plies 
-17, 8 plies 
-18, 8 plies 
~20, 8 plies 
Construction: S-4 and S-3. 
Orders: Government and Civilian. 

17. Tire repair materials made from new 
rayon cord materials or scrap rayon 
cord friction materials resulting from 
the manufacture of products listed 
above. 

(b) All available rayon for a given allo- 
cation period will be allocated in accordance 
with the order of preference in the above 
usage pattern, full allocations being made 
for total industry requirements for the first 
group before any allocations are made for 
the second group, and so on down the list 
until the entire supply of rayon available for 
that period has been allocated. 

(c) Any person to whom rayon is allocated 
must consume it in the order of preference 
in the above usage pattern, arranging to ful- 
fill all requirements in the first group before 
any is used in the second group, and so on 
down the list. 


List 33—-REGULATIONS FOR THE MANUFACTURE 
or TIRE TUBE VALVES (EXCEPT BICYCLE TIRE 
TUBE VALVES) 


(a) Manufacturing regulations. The man- 
ufacture of tire tube valves (excepting bi- 
cycle tire tube valves) of all sizes and types 
is subject only to the regulations on the use 
of crude rubber or latex shown in Table A 
below. 


TAPLE A 
Maxi- 
mum 
percent 
crude 
y vol- 
Fize Type ume, of 
total 
RHC 
plus syn- 
thetic 
rubber 
0 
ane). 
Types (except Air- 0 
ane). 
all Types (except Air- 6 
plane). 
Hand Bendable..........- As Te 
quired 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
-350 Do. 


| 
< 
4 
= 
, 
. 
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‘List 34—-REGULATIONS FOR THE MANUFACTURE 
OF BICYCLE TIRES AND TUBES 


(a) Manufacturing 
tires (clincher, wire-edge or single tube) and 
tubes, including rim stfips, valves, cots, 
washers and curing bags, to fill both Govern- 
ment and civilian orders, may be manufac- 
ured: Provided, That no crude rubber is con- 
sumed for any purpose. 

(b) Marking of synthetic tires and tubes. 
(1) All tires containing synthetic rubber shall 
have a square or circular colored dot with a 
minimum dimension of at least three-eighths 
inch, permanently vulcanized on one side of 


the tire, the appropriate eolor to be deter-. 


mined from paragraph (c) (2) of List 22, 
Appendix II. 

(2) All tubes containing synthetic rubber 
shall have a permanent circumferential col- 
ored stripe at least one-eighth inch wide 
applied on the base section of the tube. The 
appropriate color shall be determined from 
paragraph (c) (2) of List 22, Appendix II. 


[F. R. Doc, 44-17170; Filed, Nov. 9, 1944; 
11:30 a. m.] 


Chapter XI—Office of Price Adminis- 
tration 


Part 1418—TERRITORIES AND POSSESSIONS 
[Restriction Order 8] 


LAUNDRY SOAP, SOAP FLAKES AND SOAP 
POWDER IN PUERTO RICO 


All available data indicate that laun- 
dry soap, soap flakes, and soap powder 
stocks on the Island have become ex- 
tremely low. At the same time, because 
of material and manpower restrictions 
imposed by war, the output and imports 
of said commodity cannot be increased 
correspondingly. The result is that our 
supplies of laundry soap, soap flakes, 
and soap powder are not sufiicient to 
meet the normal demand. Our limited 
supplies of laundry soap, soap-flakes, and 
soap powder available for civilian distri- 
bution must be conserved until arrange- 
ments can be made for the orderly and 
equitable distribution thereof. 


Artic.eE I—RESTRICTION OF TRANSFERS OF 
Launpry Soap, SOAP FLAKES, AND 
POWDER 

Sec, 

11 Transfers of laundry soap, soap flakes, 
and soap powder are prohibited. 

12 Exceptions to the prohibition of trans- 
fers of laundry soap, soap flakes, and 
soap powder, 

18 Every Manufacturer or wholesaler must 
report his inventories as of November 
4, 1944. 


ARTICLE II—ENFORCEMENT 
21 Suspension orders. 
ARTICLE III—Score OF THE ORDER 


81 Territorial limitations. 
32 Soap covered by this order. 


ARTICLE IV—DEFINITIONS 
41 Terms explained. 


AUTHORITY: § 1418.159 issued under Pub. 
Law 671, 76th Cong., as amended by Pub. Laws 
89, 421, and 507, 77th Cong.; E.O. 9250, 7 F.R, 
1871, WPB Directive 1, Supp. Dir 1-J, 7 FR. 


No, 225-23 


regulations. Bicycle - 


562, 5043, 8731; Rev. Gen. Order 20, 8 F.R. 
2516 


ARTICLE I—RESTRICTION ON TRANSFERS OF 
LAUNDRY SOAP, SOAP FLAKES, AND SOAP 
POWDER ~ 
Section 1.1 Transfers of laundry soap, 

soap flakes, and soap powder are pro- 

hibited. During the period beginning 
at 10:00 a. m., on November 4, 1944, and 

ending at 6:00 p. m., November 11, 1944, 

no person may transfer or accept the 

transfer of laundry soap, soap flakes or 
soap powder to or from any other person, 


Sec.1.2 Exceptions to the prohibition 
of transfers of laundry soap, soap flakes, 
and soap powder—(a) Exempt agencies. 
Nothing in this order shall be construed 
to limit the quantity of laundry soap, 
soap flakes, and soap powder which may 
be transferred to the Army and Navy of 
the United States, United States Mar- 
itime Commission, the Panama Canal, 
the Coast and Geodetic Survey, the Coast 
Guard, the Civil Aeronautics Authority, 
the National Advisory Commission for 
Aeronautics and the Office of Scientific 
Research and Development. 

(b) The Director may make excep- 
tions. The Director of the Office of Price 
Administration for Puerto Rico may 
make exceptions to this order. 

(c) Application for excepiion. Any 
person who desires an exception to this 
order must apply in writing to the Di- 
rector of the Office of Price Administra- 
tion for Puerto Rico stating the reasons 
why he needs an exception. 

Sec. 13 Every manufacturer or 
wholesaler must report his inventory as 
of November 4, 1944. Every manufac- 
turer or wholesaler of laundry soap, soap 
flakes or soap powder must file with the 
Office of Price Administration at San 
Juan, Puerto Rico on or before November 
8, 1944, an inventory report as of the 
close of business on November 4, 1944, of 
his stocks of laundry soap, soap flakes, 
and soap powder. 

ARTICLE II—ENFORCEMENT 

Sec. 2.1 Suspension orders. Any per- 
son who violates this order may, by ad- 
ministrative suspension order, be pro- 
hibited from receiving any transfer or 
delivery of or from selling or otherwise 
disposing of any laundry soap, soap 
flakes, and soap powder or any other 
rationed products. Such suspension or- 
der shall be issued for such a period as 
in the judgment of the Hearing Commis- 
sioner is necessary or appropriate in the 
public interest. Proceedings for sus- 
pension order shall be instituted and gov- 
erned by the provisions of Procedural 
Regulation 4 issued by the Office of Price 
Administration. 

ARTICLE III—SCOPE OF THE ORDER 

Sec.3.1 Territorial limitations. This 
order shall apply to the Territory of 
Puerto Rico. 

Sec. 3.2 Soap covered by this order. 
The soap covered by this order is laundry 
soap, soap flakes, and soap powder, 


13491 


ARTICLE IV—DEFINITIONS 


Sec. 4.1 Terms explained. When 
used in this order, the term (a) “Con- 
sumer” means any person acquiring 
laundry soap, soap flakes, or soap powder 
for consumption. 

(b) “Director” means the Director of 
the Office of Price Administration for 
Puerto Rico, any person duly authorized 
to act in his place, or any ‘person to 
whom he may delegate his authority to 
act hereunder. 

(c) “Laundry soap” means soap com- 
monly used for washing purposes in- 
cluding but not limited to blue soap, 
blue streak soap, blue mottled soap, and 
yellow soap. 

(d) “Person” means any individual, 
partnership, corporation, association, 
any organized group or enterprise or 
government or government agency, in- 
cluding the Office of Distribution for 
Puerto Rico. 

(e) “Soap flakes” means laundry soap 
in flake form. , 

(f) “Soap powder” 
soap in powder form. 

(g) “Transfer” means sell, give, ex- 
change, lend, deliver, supply or furnish. 

(h) “Wholesaler” means any person 
who transfers laundry soap, soap flakes 
or soap powder to any person other than 
a consumer. 

(i) “Manufacturer” means any person 
engaged in the business of manufactur- 
ing laundry soap, soap flakes or soap 
powder. 

Effective date. This order shall become 
effective at 10:00 a.m., November 4, 1944. 

Note: The record keeping and reporting 
requirements of this order have been ap- 
proved by the Bureau of the Budget in ac- 
cordance with the Federal Reports Act of 
1942. 


Issued this 3d day of November 1944. 


R. Garcia CINTRON, 
Acting Territorial Director. 


Approved: 
JaMeEs P. Davis, 
Regional Administrator. 


[F. R. Doc. 44-17177; Filed, Nov. 9, 1944; 
11:36 a.m.] 


Part 1418—TERRITORIES AND POSSESSIONS 
[MPR 373, Amdt. 97] 
TIRES AND TUBES IN HAWAII 


A statement of the considerations in- 
volved in the issuance of this amend- 
ment, issued simultaneously. herewith, 
has been filed with the Division of the 
Federal Register.* 

Section 24 is amended to read as 
follows: 


Sec. 24. Maximum prices for new tires 
and tubes, used tires and tubes, recap- 
ping and repairing—(a) What this sec- 
tion covers—(1) Transactions covered— 
(i) New tires and tubes. This section 
applies to all retail sales in the Territory 
of Hawaii of new rubber tires and tubes 


*Copies may be obtained from the Office 
of Price Administration. 


Means laundry 
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for automobiles, trucks, busses, trailers, 
off-the-road equipment, farm imple- 
ments, tractors, industrial equipment, 
and motorcycles. A tire or tube is “new” 
if it has been used less than 1,000 miles, 
“Retail sale” means a sale to a buyer for 
his use and not for resale. This section, 
however, does not apply to sales to any 
agency of the United States Govern- 
ment; such sales are covered by Maxi- 
mum Price Regulation 415. Neither does 


this section apply to sales at wholesale;, 


such sales are covered by Revised Maxi- 
mum Price Regulation 143. 

(ii) Used tires and tubes. This section 
applies to all sales of used rubber tires 
and tubes of a size and type listed in 
Appendix B, except sales for a purpose 
other than use on a wheel of a vehicle. 
A tire or tube is “used” if it has been 
used 1,000 miles or more, or if it is a re- 
capped tire that has been used 1,000 
miles or more after latest recapping. It 
also applies to all sales of “basic tire 
carcasses” of the size and type listed in 
Appendix C. “Basic tire carcasses” are 
defined in paragraph (c) (3) of Appendix 
B, below. 

(iii) Recapped tires and recapping. 
This section applies to all recapping and 
all sales of newly recapped tires, in sizes 
listed in Appendix C, at both the retail 
and wholesale level. “Recapping” in- 
cludes retreading and means any process 
of tread renewal in which rubber is ap- 
plied to the tread surface of a tire. 

(iv) Tire and tube repairing. This 
section applies to all vulcanized repairs 
to tires of the sizes and types listed in 
Appendix D, and all repairs, including 
cold repairs, to tubes (except special 
purposes tubes) at both the retail and 
wholesale level. “Vulcanized” refers to 
repairing by applying external heat. 
This section does not apply to tempo- 
rary or emergency repairs to tire casings, 
such as cold patches applied with ce- 
ment and not vulcanized. Neither does 
this section apply to repairs to special 
purpose tubes; “special purpose tubes” 
are tubes defined as such in Table B-VII 
of Appendix B. (Maximum Price Regu- 
lation 165, as amended, covers emer- 
gency repairs to tire casines and repairs 
to special purpose tubes.) 

(v) Definition of rubber. “Rubber” 
means substitute rubber and all types 
and forms of rubber, including scrap, 
synthetic, balata, and reclaimed rubber. 

(2) Transactions not covered—(i) 
Leasing or renting. Maximum Price 
Regulation 414 covers any supplying of 
tire mileage at stated prices per mile of 
service. Maximum Price Regulation 
165, as amended, covers any other leas- 
ing or renting of tires or tubes. 

(ii) Termination sales under tire mile- 
age contracts. Maximum Price Regula- 
tion 414 covers any termination sale or 
transfer of tires or tubes under a tire 
mileage contract. 

(3) Relation to Other regulations. 
This section supersedes any other regu- 
lation issued by the Office of Price Ad- 
ministration, including Revised Price 


Schedules 63 and 66, as amended, Maxi- 
mum Price Regulation 107, Maximum 
Price Regulation 528, and the General 
Maximum Price Regulation for the Ter- 
ritory of Hawaii, as to transactions cov- 
ered by this section. 

(b) Extra charges for repairs—(1) 
Used tires and tubes and recapped tires. 
No extra charge for repairs may be added 
to the maximum price of a sound used 
tire or tube or to the maximum price of a 
newly recapped tire when the tire car- 
cass is furnished by the seller. 

(2) Recapping. Where necessary re- 
pairs are made to a tire carcass fur- 
nished by the buyer for recapping, the 
seller may add to the maximum recap- 
ping price an amount not exceeding the 
maximum price for the repairs, provided 
he bills it separately in accordance with 
paragraph (f). 

(c) Extra charges for extra services 
other than repairs—(1) Meaning of ex- 
tra service and extra charge. “Extra 
charge” means a charge which may be 
added to the applicable maximum price 
when an extra service is actually sup- 
plied in connection with qa tire or tube 
sale or a recapping or repairing job. 
“Extra service” means a service (other 
than repairs) that is generally recog- 
nized as giving the buyer something in 
addition to the tire or tube or to the com- 
pleted recapping or repairing job. The 
chief examples of such extra services are: 
extension of credit, mounting and de- 
mounting, loaning tires, and pick-up and 
delivery between the seller and buyer. 

(2) Extra services offered during April 
1942. This subparagraph (2) states the 
rules for figuring maximum extra charges 
which apply to extra services offered dur- 
ing April 1942. 

(i) No extra charge may be made for 
a service if the seller customarily sup- 


plied or offtred that service during April ° 


1942, and did not have a separate extra 
charge then in effect for it. 

(ii) A seller may charge the maximum 
price for tires or tubes or for recapping 
or repairing only if he continues to sup- 
ply all services which he customarily 
supplied or offered and included in his 
price with no separate extra charge dur- 
ing April 1942. For any service which he 
discontinues, he must deduct from his 
maximum price the highest charge made 
for that service during April 1942 by his 
most closely competitive seller who had 
a separate extra charge in effect for 
that service. 

(iii) A seller who supplies an extra 
service for which he had an extra charge 
in effect during April 1942, may add an 
amount not exceeding his highest price 
then in effect for that extra service to the 
maximum price for tires or tubes or for 
recapping or repairing. He must bill 
such extra charge separately. 

(iv) Maximum extra charges shall 
be figured under subparagraph (3) for 
any extra service which the seller did 
not supply or offer during April 1942. 

(v) This subdivision (v) applies if 
the business, assets or stock in trade 
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are sold or otherwise transferred after 
April 1942, and the transferee carries 
on the business, or continues to deal in 
the same type of commodities or sery- 
ice in an establishment separate from 
any other such establishment previously 
owned or operated by him. In such a 
case, the rules for extra services and 
for adding extra service charges which 
apply to the transferee shall be the same 
as those which would apply to his trans- 
feror if no such transfer had taken 
place. \ 

(3) Extra services not offered during 
April 1942. This subparagraph (3) 
states the rules for figuring maximum 
extra charges which apply to extra serv- 
ices not offered during April 1942. The 
maximum extra charge which the seller 
may add to the maximum price for tires 
or tubes or for recapping or repairing 
shall be the same as the maximum extra 
charge for the same extra service of 
his most closely competitive seller who 
had a separate extra charge in effect 
during April 1942 for that service. The 
seller must bill such extra charge 
separately. 

(4) No seller may require as a con- 
dition of sale that the buyer must re- 
ceive any service for which the seller 
makes an extra charge, other than nec- 
essary repairs to the tire carcass in 
connection with recapping. 

(d) Federal and territorial taxes. The 
Federal excise tax on new tires and 
tubes, if stated separately by the seller, ~ 
may be added to the maximum prices of 
new tires and tubes. Any tax upon or 
incident to, the sale, delivery, or proc- 
essing or use of a tire or tube or re- 
capping imposed by any statute of the 
United States or statute or ordinance 
of the Territory of Hawaii or subdivi- 
sion thereof, shall be treated as follows: 
If the statute or ordinance imposing 
such tax does not prohibit the seller 
from stating and collecting the tax sep- 
arately from the purchase price and the 
seller does state it separately, the seller 
may collect; in addition to the maximum 
price, the amount of the tax actually 
paid by him or an amount equal to the 
amount of tax paid by any prior vendor 
and separately stated and collected from 
the seller by the vendor from whom he 
purchased. 

(e) Posting of prices. Nothwithstand- 
ing the provisions of section 10 of Maxi- 
mum Price Regulation 373, every person 
engaged in the business of selling tires 
or tubes at retail, in the business of re- 
capping tires, or in the business of re- 
pairing tires or tubes, shall keep posted 
at each place of business, in a manner 
plainly visible to the purchasing public, 
the following clearly identified as such: 

(1) A list of the maximum retail prices 
for the tires and tubes sold by him. 

(2) A list of the maximum retail prices 
for his recapping services, and the addi- 
tional charges that may be made for & 
tire carcass furnished by the seller. 

(3) A list of the maximum retail prices 
for his tire and tube repair services. 


: 
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(4) A list of the maximum prices which 
this section permits him to charge for 
extra services, 

(f) Sales slips and receipts. Notwith- 
standing the provisions of section 10 of 
Maximum Price Regulation 373, if more 
than one article is included in one trans- 
action, only one sales slip or receipt is 
required, provided that it contains the 
specified information for each article. 
The name and address of the seller must 
appear on every sales slip or receipt. 

(1) New tires and tubes. Every seller 
of new tires or tubes at retail shall give 
every buyer a sales slip listing: 

(i) The type, size, ply and brand name 
of the new tire or tube. 

(ii) The price. 

(2) Used tires and tubes. Every per- 
son engaged in the business of selling 
used tires or tubes shall give every buyer 
a sales slip listing: 


(i) The type and size of tire or tube.. 


(ii) In the case of a tire, whether it is 
sound, unrepaired, or unsound, and 
whether it is a tire with a continuous 
tread design, a smooth tire, or a basic 
tire carcass. 

(iii) In the case of a tube, whether it 
is sound or unrepaired. 

(iv) The price. 

(vy) In the case of unsound tires sold 
with repairs, the price charged for the 
tire carcass and the price charged for 
each repair itemized separately . 

(3) Recapped tires and recapping. 
Every person engaged in the business of 
recapping tires or of selling recapped 
tires shall give every buyer a sales slip 
listing: 

(i) The size of the tire. 

(ii) The type of tread applied, speci- 
fying whether it is passenger car, con- 
ventional truck and bus, mud and snow 
or motorcycle. 

(iii) The grade of camelback used. 

(iv) The price. 

(4) Repairing. Every person engaged 
in the business of repairing tires shall 
give every buyer a sales slip listing: 

(i) The type, ply and size of tire. 

(ii) The type of repair (spot or sec- 
tional). 

(fii) The price. 

(g) Records. Notwithstanding the 
Provisions of section 10 of this Maximum 
Price Regulation 373, every person en- 
gaged in the business of selling or re- 
Capping tires or tubes shall keep for 
inspection by the Office of Price Admin- 
istration for so long as the Emergency 
Price Control Act of 1942, as amended, 
Temains in effect, accurate records of 
every sale of tires or tubes and of every 
Tecapping and repairing operation per- 
Yormed showing all of the items listed 
Under (1) and the appropriate items 
listed under (2) for the commodity or 
services involved. If more than one ar- 
ticle is included in a transaction, only 
ohe record is required for that transac- 
tion, provided that it contains the speci- 

information for each article. 


~ 


(1) General items for each record. 


(i) Date of sale. 

(ii) Name and address of buyer. 

(ili) Size, type and quantity of tires or 
tubes. 

(iv) Price. 


(2) Particular items for each record. 
(i) New tires or tubes. Brand name and 


ply. 

(ii) Used tires and tubes. Whether the 
tire is sound, unrepaired or unsound, whether 
it is a tire with a continuous tread design, a 
smooth tire, or a basic tire carcass; and 
whether the tube is sound or unrepaired. 

(1ii) Recapped tires or recapping. Grade 
of camelback used and type of tread applied, 
specifying whether it is passenger car, con- 
ventional truck and bus, mud and snow or 
motorcycle. 

(iv) Repairing of tires. Type of repair 
(spot or sectional). 


APPENDIX A—MAXIMUM RETAIL PRICES FoR NEW 
TIRES AND TUBES 


(a) Passenger car and motorcycle tires 
and tubes—(1) Synthetic rubber tires and 
tubes. The prices set forth in Tables A-I 
and A-II are the maximum retail prices for 
new synthetic rubber passenger car and mo- 
torcycle tires and tubes of the sizes and 
plies listed in those tables. A “Synthetic 
rubber” tire or tube means a tire or tube 
which contains any synthetic rubber and 
which is marked with the symbol designated 
by the War Production Board, Office of Rub- 
ber Director, to identify it as containing 
synthetic rubber. The symbol is'an “S3” in 
the case of tires, and a colored circumfer- 
ential band in the case of tubes. 

(2) Natural rubber tires and tubes other 
than Exhibit C. The prices set forth in 
brand owners’ retail price lists in effect on 
February 1, 1944, shall be the maximum re- 
tail prices for the new natural rubber pas- 
senger car and motorcycle tires and tubes 
listed in such price lists. If the prices set 
forth in such lsts for passenger car tires 
and tubes do not include the 16 per cent 
increase resulting from the Dealer Tire Re- 
turn Plan, that amount may be added to 
such prices. 

(3) Exhibit C—tires and tubes. The re- 
tail prices set forth in Exhibit C, filed by 
manufacturers or distributors in April 1942 
with the Office of Price Administration, shall 
be the maximum retail prices for the new 
natural rubber passenger car tires or tubes 
listed in such exhibits. Information con- 
cerning these prices can usually be obtained 
from the brand owner of the tire or tube, 
or it will be furnished upon request by the 


Office of Price Administration, Honolulu, 


T. 

(4) Reclaimed rubber war tires. The 
prices set forth in Table A-III are the maxi- 
mum retail prices for new passenger car 
reclaimed rubber war tires of a size and ply 
listed in that table. A “reclaimed rubber 
war tire” means a passenger car tire which 
has been manufactured primarily of re- 
claimed rubber under restrictions of the War 
Production Board and which has the words 
“War Tire’ marked on the sidewall. 

(b) Tires and tubes other than passenger 
car and motorcycle. (1) The prices set forth 
in Tables A-IV and A-V are the maximum 
retail prices for new tires and tubes (other 
than passenger car and motorcycle) of a 
type, size and ply listed in such tables, 
whether constructed from natural, synthetic 
or reclaimed rubber. 
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(2) Por tires or tubes not listed in Tables 
A-IV and A-V, the prices set forth in brand 
owners’ retail price lists in effect on Febru- 
ary 1, 1944, shall be the maximum retail 
prices for new tires and tubes (other than 
passenger car and motorcycle) of the types, 
sizes and plies listed in such price lists. 

(c) Factory second tires and tubes. Not- 
withstanding the provisions of paragraphs 
(a) and (b), the maximum retail prices for 
factory second tires and tubes shall be de- 
termined by deducting the following mini- 
mum discounts from the maximum retail 
price which would apply if the tire or tube 
were not a factory second: 


Percent 


“Pactory second” means a new tire or tube 
from which the brand name has been re- 
moved by the manufacturer or brand owner 
or upon which the manufacturer or brand 
owner has placed a special identifying mark 
to indicate that he has found it to be de- 
fective in his final inspection. 

(d) Tires and tubes which cannot be 
priced under paragraphs (a), (b) or (ce). 
The maximum retail price for a new tire 
or tube which cannot be priced under para- 
graphs (a), (b) or (c), shall be a price 
consistent with the level of maximum prices 
otherwise fixed by this regulation, specifi- 
cally authorized by the Office of Price Ad- 
ministration. No seller may offer for sale 
a tire or tube covered by this paragraph until 
a maximum retail price has been approved 
by the Office of Price Administration. Ap- 
plications for maximum retail prices under 
this paragraph may be filed by any seller, in- 
cluding the manufacturer or distributor of 
a tire or tube. Such applications must be 
filed with the Office of Price Administration, 
Honolulu, T. H., and must contain the fol- 
lowing information: 

(1) A description of the tire or tube for 
which a maximum retail price is sought, in- 
cluding the type, brand name, size, number 
of plies and construction. ~ 

(2) A statement of the reasons why the 
tire or tube cannot be priced under para- 
graphs (a), (b) or (c) of this Appendix A. 

(3) A proposed maximum retail price, a 
description of the proposed pricing method, 
and a statement of the reasons why the 
seller believes that the use of this method 
will result in a maximum retail pricé which 
is consistent with the level of maximum 
prices fixed by this section. 

The Director of the Office of Price Admin- 
istration for the Territory of Hawaii may ap- 
prove or disapprove, and may at any time 
after approval correct maximum retail prices 
proposed or established under this paragraph 
so as to make them consistent with the 
level of prices otherwise established by this 
section. If approval of a maximum whole- 
sale price is required, application must be 
made in accordance with the provisions of 
section 7 of Revised Maximum Price Regu- 
lation 143, and in connection with the ap- 
proval or correction of maximum whole- 
sale prices under Revised Maximum Price 
Regulation 143, the Director of the Office of 
Price Administration for the Territory of 
Hawaii may issue orders establishing maxi- 
mum retail prices. 

(e) Definitions. (1) “Truck and bus type 
of tire’ means a tire of a type generally 
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recognized as designed primarily for ordi- TaBLE A-I—Continued TaBLE A-II—MaxtmumM RETAIL PRICES FOR New 
nary “on the road” use on trucks or busses. SYNTHETIC RUBBER MOTORCYCLE TIRES AND TUBES 
(2) “Stop-start type of tire’ means a tire 4-ply 
having an extra heavy tread of a type gen- Tire and tube size | tire | ©PI¥ tire | Dube price 2ply | gly tire 
erally recognized as designed primarily for price a Tire and tube size! | t price | Tube price 
city commercial use on trucks or busses. Price 
(3) “Mud and snow type of tire” means | ¢ 514 19. 50 24. 45 30 
a tire having a tread of a deep-cut, cleated | 830 $0.25] $1.85 
type generally recognized as designed pri- | 6.50-18..............- 19. 30 23. 50 3, 50 oeeee------- 1.85 
. marily for “on the road” use on trucks for 19. 20 oa 4 
traction through mud, snow, sand, or soft | 9) 4.65 11. 05 2 3) 
earth. 26. 50 4. 40 11.75 2.20 
(4) “Farm implement type of tire’ means | 6.50/7.00-18.........--|.......- 25. 05 4.40 12. 00 2. 20 
a tire which has the word “implement” 37.09 13. 00 2.30 
or the name of a type of farm equipment, re 
other than a tractor or combine, molded into 147... |e 20.75 4.40 1 The maximum price of a combination size tube shall 
the sidewall of the tire by the manufacturer. | 7.00-18..........._...- 24, 95 21.05 4.40 | be the same as the maximum price of that size in the 
°* (5) “Farm tractor type of tire’ means a : . ; £2 —_e a has the highest maximum price as 
tire of a type generally recognized as de- 4.65 pate 
signed primarily for use on the front or 5.00 | TaBte A-III.—MaxtmuM RETAIL PRICES FOR 
rear wheel of a farm tractor, including rear 4.40 New PASSENGER CaR RECLAIMED RUBBER War 
tires designed for use on either wide or nar- “= TrRES 
row base rims. 4.65 4-ply 
TABLE A-I—MAXIMUM RETAIL PRICES FOR NEW Syn- 6.20 Tire size: tire price 
THETIC RUBBER PASSENGER CAR TIRES AND TUBES 4.40 7.00-15.....---------------------- $17.80 
Tire and tube size! tlre Tube price 7,00-16 18, 25 
12. 14.71 . 80 
12. 00 14. 70 2. 80 80 x - 8.45 
11. 60 | TABLE A-IV—Maximum Retam PRIcEs FOR NEW TRUCK AND Bus, Stop-STaRT AND Mup AND SNOW TRUCE 
12. 45 5. 50 2. 80 TIRES AND TUBES 
eS RRR 12. 00 14. 70 2. 80 
or Ft ee 2. 80 Stop- Truck and Stop-start Mud and 
4.50/4.75/5.00-20......- 13. 35 5. 80 2. 80 Tire and tube size! start No. ply | _ bus tire ane rice 2} Snow tire | Tube price 
2. 80 size price price ? 
12. 05 40 2.95 
tes 13. 35 15. 80 2. 80 
14 6 24. 00 29, 75 25. 20 4.15 
14.75 18. 40 19 35. 30 47. 55 37. 00 5.10 
16, 45 20. 50 16 6 28. 40 33. 90 29. 80 4.50 
§. 25/5. 50-17..........-. 14. 75 18. 40 3.30 | 7.00-16 BR se 15 6 29. 00 31. 80 30. 50 4. 65 
8. 25/5. 50-18._......... 13, 45 16. 85 15 8 31. 90 4.65 
5. 25/5. 50-19... 17. 05 22. 30 6 34. 55 4.75 
5. 25/5. 18, 25 20. 50 3.90 | 7.00-17 8 87. 30 4.75 
15. 40 19 8 36. 40 7. 55 38. 25 6.30 
17 6 36. 25 39. 90 38. 00 6. 
16. 05 20. 10 18 8 39. 90 43, 85 41. 90 6. 
19. 60 22. 90 8 47. 60 61. 80 50. 00 8.90 
26. 95 8 53. 60 56. 9. 60 
6.00-6.25-16_. 16, 05 20. 10 10 9. 60 
6.00/6,50-18_. 18, 80 23. 50 10 9.85 
.¢.......].......- 22. 95 8.90 | 8. 25-18 26 10 65. 75 70. 20 6¢ 20 10. 25 
18. 10 22. 70 28 10 67. 65 70. 95 70. 95 10, 25 
6.25/6.50-16........... 19. 50 24. 45 4.30 | 8. 25-20 12 10.90 
19. 05 23, 85 10 72. 40 11.65 
1'The maximum price of a combination size tube shall 4 11. 30 
be the same as the maximum price of that size in the | 9 99-15. 7777777777 Aah 12 ar I 11. 30 
combinat lon which has the highest maximum price asan | 9 99-18.----~-~7777777""" 10 FN aie 81. 90 11, 55 
+The maximum price of a 5-ply tire shall be 115% of 1 The maximum price of a combination size tube shall be the same as the maximum price of that size in the combina 
the maximum price of a 4-ply tire of the same size. tion which has the highest maximum price as an individual size. f the same 
‘The maximum price of a 7-ply tire shall be 107% of ? The maximum price of a rayon truck tire shall be 112}4% of the maximum price of a cotton truck tire 0 
the maximum price of a 6-ply tire of the same size. type, size and ply. 
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Taste A-IV —MAxIMUM RETAIL PRICES FOR New TRUCK AND Bus, STOP-START AND AND SNOW TasLe A~V—Continued. 
TrucK TIRES AND TuBES—Continued 
Farm | Farm 
Tire and tube size Tire and tube size | Ply | ment | trent | Tube 
u 8 0. snow tire and tu ment 
. size price tire price tire tire | Price 
price price 
$84. 70 $11.75 
100. 90 11.75 4 pf eee $8. 50 
11.75 6| 49.65 8. 50 
92. 40 12.85 | 9. 00 
105. 85 12. 85 10. 70 
12. 85 6] 66.50 10. 70 
11. 90 8] 74.80 }........| 10.70 
11.90 10. 70 
11. 90 4] 57.90 |........| 11.80 
$8. 90 12, 25 1........ 11. 80 
104. 60 12. 25 8). 823 }.......; 11. 80 
107. 50 12. 60 4] 59.85 |_...__- 13. 30 
129. 10 12. 60 13. 30 
113. 25 12. 95 Of 14. 20 
12. 95 4} 53.10 |........| 980 
116. 35 13. 40 9.80 
111. 45 13. 70 10} 79.90 }........ 9. 80 
126. 50 14.95 See... 11 05 
152. 05 14. 95 6} 68.95 |... 11. 05 
138. 55 17. 80 11. 05 
17.80 4| 65.25 - 13.30 
165. 85 20. 00 6| 76.85 |_....___ 13. 30 
20. 00 10 | 123.20 13.30 
21. 60 } are 14.20 
177. 30 22. 30 14.20 
| 22. 30 6} 75.80|........| 1255 
26. 50 6] 83.60 14.75 
29. 50 8| 94.80 |__ 14.75 
45 30. 80 6| 92.85 |__ 16. 70 
30. 80 8 | 104.40 |__ 16. 70 
95 35. 05 6| 84.75 |__ 12. 55 
35. 05 6} 93.85 14. 75 
425. 60 64. 15 6 | 101. 20 16. 70 
20 563. 35 64.15 
16 425. 60 64. 15 
(2) Farm tractor rear tires and tubes.? 
602. 25 78. 30 
BED] 0) Tire and tube size | Ply | Tire price | Tube price 
828. 55 
36 | 2, 169. 45 138. 85 4 20. 25 46 
28 etpnanscceceloessocounsed 3, 436. 85 402. 20 4 34. 75 5. 15 
ee 4, 191. 70 402. 20 4 42.15 6.05 
5, 378. 40 502. 15 4 45. 630 
33. 35 
Taste A-V—MaxtuuM RETAIL PRICES FOR NEw 
FarM IMPLEMENT AND FARM TRACTOR TIRES AND TaBLe A~V—Continued. > 
TuBEs 4 43. 30 6.95 
(1) Farm implement and farm tractor front Tube 
tires and tubes. Tire and tube size | Ply | ment | front | (¥°¢ 4 34. 75 6. 25 
tire | tire P 6 39. 95 6. 25 
price price 8 45.95 6. 25 
Farm | Farm 4 40. 95 6. 05 
imple- | tractor] 4 42.15 7.45 
Tire and tube size! | Ply i vat price | 6.00-12................- 6 $2. 35 4 48.15 8.05 
Ire ire 8 2.35 4 50. 40 8.45 
Price | price OS editeeaneeapeaaeae 4 2. 50 6 57.95 8.45 
4 41. 40 6. 90 
4 4 3.05 4 44.15 7.95 
4 6 3.05 4 47. 45 8. 40 
4 8 3.05 4 57.55 10. 00 
4 4. 20 4 60. 90 10. 45 
4 | 6 4.20 6 70. 05 10. 45 
4 Les | 600-84............--.-5 4 6. 30 4 49. 70 9. 50 
6 | 6 6. 35 6 57. 95 9. 50 
2 1g | 7-00-16................- 4 3.05 4 53. 90 9. 80 
4 | 6 3.05 62. 00 9. 80 
2 4 4. 20 4 54. 20 10. 20 
4 7.45 4 62. 05 11.75 
4 203 | 7-50-10 4 3.30 6 72. 55 11.7 
4 275 | 7-50-10 6 3. 30 4 69. 10 12.55 
4 275 | 7.50-10 10 3. 30 6 79. 45 12. 55 
6 330 | 7-50-16 4 3. 55 4 72.05 13. 10 
3.39 | 7.50-16 5 3. 55 6 86. 45 13.10 
4 210 | 7-50-16 8 3.55 4 54. 60 10. 85 
4 210 | 7-50-18 4 3.70 6 67.15 11.50 
8 219 | 7-50-18 6 3.70 6 70. 65 14. 25 
4 229 | 7-50-20 4 4.85 4 83. 05 14. 25 
25 | 7-50-20 6 4.85 6 85. 05 15.35 
4 373 | 7-50-24 4 6.10 6 95.10} LP 11.30 
4 375 | 7-00-24 6 6.10 4h 62.7 10.50 
6 370 | 7-50-24 8 6. 10 6 73. 65 10. 50 
4 37 | 7-50-28 4 6. 65 6 75.05 13. 50 
6 2 50 | 7-50-28 6 6.65 4 68. 50 11.85 
4 2 50 | 7-50-28 8 6. 65 6 80. 45 11.85 
6 238 | 750-36 4 8. 50 6 87. 60 15.20 
4 235 | 7-50-36 6 8. 50 4 77. 05 14. 25 
6 235 | 7-50-40 4 9.45 6 90. 75 14. 25 
H 8.25-24 4 6. 10 
: 235 | 995-36 4 8. 50 2 The maximum price of a farm tractor rear tire or tube 
8 2.35 9.00-10 6 5.20 | carrying a dual size marking (conventional and wide 
4 2.35 9.00-10 8 5.20 | base) shall be determined by the wide mane size mene. 
‘ shall Y % The maximum price of such a tire or tube carrying only 
combination whi high maximum price as | 9.00-16. 8 5.10 | eas the maximum a or tu 
an individual —_ has the ent P 9,00-16. 10 5.10 | of the same size. 
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Taste A-V—Continued. 
Tire and tube size Ply | Tire price | Tube price 
4 $86. 00 $15. 25 
6 101. 50 15. 25 
6 89. 50 13. 45 
6 98. 70 15. 80 
6 109. 25 20. 30 
6 108. 55 17.90 
6 124. 85 21.15 
6 100. 05 13. 45 
6 110. 80 15. 85 
6 119. 50 17. 90 


APPENDIX _B—MAXIMUM PRICES FOR THE SALE 
AND PURCHASE OF USED TIRES AND TUBES 


(a) Maximum prices for the sale of used 
tires and tubes—(1) Sound used tires. The 
maximum prices for sound used tires are the 
prices set forth in Tables B-I to B-IV, in- 
clusive. However, in no case shall the maxi- 
mum price of a sound used recapped tire 
exceed the maximum price of the same tire 
newly recapped. A tire is “sound” if it has 
not been damaged to the extent that it is 
in need of repair or if it has been repaired 
with vulcanized repairs in compliance with 
the minimum quality specifications in Ap- 
pendix E. 

(2) Unrepaired used tires that can be made 
sound. The maximum prices for unrepaired 
used tires that can be made sound are the 
prices set forth in Tables B-I to B-IV, in- 
clusive, less the deductions set forth in such 
tables for the repairs needed by the tires 
being sold. However, the maximum prices of 
such unrepaired tires shall in no case be less 
than the maximum prices for unsound tires 
set forth in Table B-V. 

(3) Unsound used tires. A used tire is 
“unsound” if it cannot be* repaired with 
vulcanized repairs but can be made usable 
with cold or emergency repairs such as cold 
patches, boots and reliners. The maximum 
prices for unsound used tires shall be: 

(i) When sold unrepaired. The maximum 
prices are the prices set forth in Table B-V. 

(ii) When sold repaired. The maximum 
price for an unsound used tire which has 
been repaired shall be the maximum price in 
Table B-V plus the seller’s maximum price 
for each repair performed. However, the 
maximum price for such a tire shall in no 
case exceed the maximum price of a sound 
basic tire carcass of the same size and type 
as set forth in Tables B-II and B-IV. 

(4) Sound used tubes. The maximum 
prices for sound used tubes are the prices 
set forth in Tables B-VI and B-VII. A tube 
is “sound” if it has not been damaged to the 
extent that it is in need of repair or if it has 
been repaired in accordance with the mini- 
mum quality specifications in Appendix E. 

(5) Unrepaired used tubes. The maximum 
prices for unrepaired used tubes are the 
prices set forth in Tables B-VI and B~—VII, 
less the deductions set forth in such tables 
for the repairs needed by the tubes being 
sold. In the case of*unrepaired used special 
purpose tubes, the seller shall deduct the 
total of his maximum prices for the repairs 
needed by the tube being sold. However, 
the maximum prices of unrepaired tubes 
shall in no case be less than the prices set 
forth in Table B-VIII. 

(6) Mazimum prices where minimum qual- 
ity specifications are not met. . (t) The maxi- 
mum prices for sound used tires and tubes 
which have been made sound by repairs ap- 
ply only when thé repairing complies with 
the minimum quality specifications set forth 
in Appendix E. 

(ii) If any such repair does not comply 
with the minimum quality specifications in 
Appendix E, then as to the repair which does 
not so comply, the tire or tube shall be con- 
sidered an unrepaired used tire or tube and 
shall be priced as such under subparagraph 
(2) or (5). 

(7) Sales on a per ton basis. (i) The 
maximum prices fixed by the other para- 
graphs of this appendix are on a per tire or 
a tube basis. Used tires and tubes may not 


be sold at a bulk price unless the seller has 
applied for and received approval under this 
subparagraph (7) to make sales of used tires 
or tubes at per ton prices. 

(ii) A seller who wishes to sell used tires 
on a per ton basis, or used tubes on a per ton 
basis, must file with the Office of Price Ad- 
ministration, Honolulu, T. H., an application 
for approval of his proposed per ton price. 
(Note: This paragraph applies only to used 
tires or tubes and no applications will be ap- 
proved under this paragraph for sales of 
mixed lots of used and scrap tires or tubes. 
Sales of mixed lots of scrap and used tires 
and tubes shall be considered sales of scrap 
tires or tubes if the used tires or tubes are 
not segregated from the scrap). The appli- 
cation must include the following informa- 
tion: 

(a) A statement as to whether his appli- 
cation covers used tires or used tubes, and 
the source of supply of the used tires or 
tubes. 

(bo) The number of tons involved, and the 
number and percent in weight of passenger 
car tires or tubes, and the number and per- 
cent in weight of truck and bus tires or 
tubes. 

(c) For passenger car sizes, the range of 
sizes, the predominating size or sizes, the per- 
cent usable as is, and the percent which can 
be made usable with repairs. 

(d) For truck and bus sizes, the range of 
sizes, the predominating size or sizes, the 
percent usable as is, and the percent which 
can be made usable with repairs. 

(e) The proposed per ton price, and the 
reasons why the seller believes such price is 
consistent with the level of maximum prices 
fixed by this appendix. 

(iii) The maximum, per ton price under 
this paragraph shall be a price consistent 
with the level of maximum prices fixed by 
this appendix, specifically approved by the 
Office of Price Administration. The seller 
may not offer to sell used tires or used tubes 
at a per ton price (unless specifically au- 
thorized to do so by the Office of Price Ad- 
ministration) until the Director of the Office 
of Price Administration for the Territory of 
Hawaii has approved a maximum per ton 
price. The proposed maximum price, how- 
ever, shall be deemed to be approved unless 
within twenty days after the mailing of 
the application (or within twenty days after 
the mailing of any additional information 
which may have been requested), the Di- 
rector of the Office of Price Administration 
for the Territory of Hawaii notifies the seller 
that his proposed maximum per ton price 
has been disapproved or that action thereon 
has been deferred pending receipt of further 
information. Within this period, the Office 
of Price Administration may, if it is deemed 
necessary, have an inspection of the used 
tires or used tubes made by one of its repre- 
sentatives. The Director of the Office of 
Price Administration for the Territory of 
Hawaii may approve or disapprove, and may 
at any time after approval correct maximum 
prices proposed or established under this 
paragraph so as to make them consistent 
with the level of maximum prices fixed by 
this appendix. 

(b) Maximum prices for purchases of used 
tires and tubes by dealers from consumers. 
The maximum prices for purchases of used 
tires by dealers from consumers shall be 75% 
of the prices set forth in Tables B-I to B-IV, 
inclusive; the maximum prices for purchases 
of used tubes by dealers from consumers 
shall be 75% of the prices set forth in Tables 
B-IV to B-VII, inclusive. 

(c) Definitions. (1) “Tires with continu- 
ous tread design” mean tires not worn 
smooth for four or more consecutive inches 
in any direction, except regrooved or re- 
molded tires. 

(2) “Smooth tires” mean tires worn 
smooth for four or more consecutive inches 
in any direction, but not worn to the breaker 
strip at any point, and regrooved and re- 
molded tires. 
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(3) “Basic tire carcasses” mean tires which 
should be recapped. Tires that should be 
recapped are: 

(i) Worn to the breaker strip at any point. 

(ii) If passenger car tires, not worn 
through more than one body ply at any 
point. Moreover, if worn into body ply, 
the worn spot must not exceed a total length 
of four inches in any direction. 

(iii) If truck or bus tires, not worn 
through more than two body plies at any 
point. Moreover, if worn into body plies, 
the worn spot must not exceed a total length 
of four inches in any direction. 

(4) “Limited service tires” are unsound 
tires not eligible for recapping and yet sound 
enough to warrant usage for limited service. 

(5) “Unsound tires” include tires other 
than “limited service tires” which have any 
of the following: 

(i) Ply separation. 

(ii) Broken or exposed bead wires. 

(iii) Breaks in the bead reinforcement 
plies. 

(iv) Breaks or cuts in the carcass longer 
than half the width of the tire cross section, 

(6) “Spot repair” means a vulcanized re- 
pair which in accordance with recognized 
commercial practice is applied to such tire 
damages as: surface blisters, cuts, and other 
injuries which can be satisfactorily repaired 
without fabric reinforcement, small injuries 
to not more than one ply in a four ply tire 
and to not more than two plies in a six 
ply tire; small injuries to not more than one- 
fourth of the total plies in heavier tires. 

(7) “Sectional repair” means a vulcanized 
repair requiring fabric reinforcement which 
in accordance with recognized commercial 
practice is applied to such tire damage as 
breaks or cuts through the entire tire casing, 
nail holes enlarged by prolonged neglect, or 
other injuries which do not leave two of the 
plies sound and uninjured and thus involve 
ply damage exceeding that to which a re- 
inforcement repair should be applied. 
TaBLE B-I—Usep PASSENGER Car TIRES, OTIER 


THAN Basic TrRE CARCASSES, THAT ARE SOUND OR 
THaTt CAN Be Mape Sounp 


Maximum prices | Deductions required 
for sound tires on unrepaired tires 
Tire size * Each Fach 
tinuous | Smooth | spot | sectional 
tread tires repair repair 

needed | needed 
8.75-18....... $3. 65 $2.75 $1. 50 $2. 35 
4.00-15_.....- 3. 50 2.75 1. 50 2.35 
4.00-18......- 4.05 2.75 1. 50 2.35 
3. 85 2.75 1. 50 2.35 
4.40-21._....- 4.95 3.30 1. 50 2.35 
4.50-12......- 4.10 2.75 1. 50 2. 35 
4.50-20__....- 4.95 3. 30 1. 50 2. 35 
4.95 3. 30 1.50 2.35 
4.75-19....... 4.95 3. 30 1.50 2. 50 
4.95 3. 30 1. 50 2. 50 
4.95 3. 30 1. 50 2. 50 
5.00-15......- 4.85 3. 25 1. 50 2.75 
5.00-16__....- 4. 80 3. 20 1. 50 2.75 
5.00-37......- 5. 20 3. 50 1. 50 2.75 
5.00-19......- 4.95 3. 30 1. 50 2.75 
5.00-20......- 4.95 3. 30 1.50 2.75 
§.00-21......-. 4.95 3. 30 1. 50 2.75 
....- 5. 20 3. 45 1. 50 2.75 
§.25-17......- 5. 35 3. 55 1. 50 2.95 
§.25-18__....- 5. 55 3.70 1. 50 2.95 
5.25-19......- 6.75 4. 50 1. 50 2. 95 
§.25-20......- 6. 80 4.55 1. 50 2, ro 
§.25-21,. 6. 75 4. 50 1. 50 2. 
5.90 3.95 1. 50 3.4 
§.50-17_.....- 6. 10 4.05 1.50 3. 20 
5. 55 3. 70 1.50 3. 
6.75 4. 50 1. 50 3. 
5.50-20........ 6. 80 4.55 1.50 3.2 
6. 65 4. 45 1. 50 3. 
7.20 4.80 1.50 3. 
7.75 5. 20 1. 50 
8. 60 5.75 1. 50 
6.00-20......- 9. 65 6.45 1. 50 
6.00-21__..... 8. 60 5.75 1. 50 3. > 
6.00-22_...... 8. 80 5. 85 1.50 
6.00-23....... 9. 00 6. 00 1. 50 575 
6.25-16_.....- 7.45 5.00 1.7 85 
6.50-15......- 7.90 5. 25 1. 70 


i The maximum price for a co 
the same as the maximum price 0 
bination which has the highest max 


individual size. 
All limited service tires—maximum price $1.00. 


mbination size shall be 
{ that size in the com- 
imum price as a0 


= 
< 
5 
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Taste B~-I—Continued 


t Maximum prices |Deductions required 
for sound tires on unrepaired tires 

Tire size Tires Each Each 
Smooth | spot sectional 

design meede 
6.50-16....... $8. 05 $5. 35 $1. 70 $3. 85 
6.50-17. 8.70 5. 80 1.70 3. 85 
6.50-18_...... 7.75 5. 20 1.70 3. 85 
6.50-19....... 8. 60 5.75 1.70 3. 85 
6.50-20....... 9. 65 6. 45 1.70 3. 85 
7.00 8. 90 5. 95 1.7 4.35 
9.15 6.10 1.70 4.35 
7.00-17....... 12. 30 8. 20 1.7 4. 35 
7.00-18....... 10. 45 7.00 1.70 4.35 
7.00-19_ 12. 35 8. 20 1.70 4. 35 
7,00-20....... 10. 60 7. 05 1.70 4. 35 
7.00-21.....-- 9. 00 6. 00 1.70 4.35 
7.60-14_ 10. 60 7. 05 2. 00 5.10 
11.10 7.40 2. 00 
11. 60 7.75 2.00 5. 10 
16. 7 11.15 2.00 5. 10 
¢.50-18....... 10. 45 7.00 2.00 5. 10 
7.60-19_. 12. 35 8. 20 2.00 5.10 
$.95-18..4380 12. 65 8. 45 2.90 6. 55 
8.25-16....... 16. 75 11. 20 2. 90 6. 55 


TABLE B-II—Usep PASSENGER CAR Basic TIRE CAR- 
rn THAT ARE SOUND OR THAT CAN BE MADE 
SOUND 


Deductions required on 


Maximum| UPrepaired basic 


prices for tire carcasses 
Tire size! sound basic 
tire car- 
Each spot | Each see. 
repair tional repair 
needed needed 

$2. 75 $0. .70 

2. 75 70 

2.75 70 

2.75 70 

2.75 70 

2.75 70 

2.75 70 

2.75 70 


SS 


SE’ 


Bee 
Bes 


‘The maximum price for a combination size 
the Same as the ma#fmum price of that size in 
pitation a has the highest maximum price 


vidual 


. 
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TaBLe B—III—Usep Truck Bus Tires, OTHER THAN Basic Tire CaRCAsses, THAT ARE SOUND 
oR THaT CAN BE Mabe SOUND 


Maximum prices for Deductions required 
sound tires on unrepaired tires 
Tire size PIY | Tires with Each spot | Each see- 
continuous} Smooth tional re- 
tread tires pair 
design needed 

6 $89. 45 $6. 30 $2. 05 $4. 95 
8 12. 45 8. 30 2. 05 6.05 
6 10. 90 7. 25 2.75 5.75 
6.50-17__. 6 11. 90 7.90 27 5.75 
6.50-20 (32 x 6) eee eee aes 8 15. 90 10. 60 2.75 7.50 
6 12. 80 8. 50 3. 00 6.95 
6 13. 05 8. 70 3.00 6. 95 
6 14. 85 9. 90 3. 00 6.95 
16. 10 10. 75 3.00 8.15 
8 16. 40 10. 90 3. 00 8.15 
10 24. 80 16. 55 3. 00 9. 25 
10 24. 90 16. 60 4.15 10. 70 
20. 80 13. 90 4.15 9. 05 
10 27. 95 18. 65 415 10. 70 
8 21. 40 14. 30 4.15 9. 05 
10 28. 55 19. 00 4.15 10. 70 
12 32. 80 21. 85 4.15 11.95 

10 32. 00 21. 35 4.15 10.7 
8.25 18 10 29. 60 19. 75 5. 50 11. 50 
ENE 10 30. 45 20. 30 5. 50 11. 50 
12 35. 05 23. 35 5. 50 12. 75 
a 10 32. 60 21. 70 5. 50 11. 530 
10 34. 40 22. 90 5. 50 11. 50 
9.00-13. 6 16. 45 10. 95 5.75 10. 05 
9.00-15_.... 12 38. 65 25. 75 5.75 13. 75 
10 26 35 24. 25 5.75 12. 45 
12 42. 55 28. 35 5.75 13. 75 
10 39. 65 26. 45 5.75 12. 45 
12 45. 48 30. 30 5.75 13. 75 
12 43. 60 29. 05 7.50 15.75 
10.00-18 12 44.80 29. 90 7. 50 15. 75 
12 46. 05 30. 70 7. 50 15.75 
a 14 55. 45 36. 95 7. 50 16. 35 

11.00-20 (10.50-20) - 12 54. 25 36.15 7.80 16. 25 
14 65. 30 43. 55 7. 80 18. 00 
12 57. 40 38. 25 7.80 16, 25 
12 59. 50 39. 65 7.80 16. 25 
12.00-20 (11.25-20)__ 14 71.15 47.45 8. 60 22. 65 
12.00-20 (40 x 10)__. 16 82. 45 55. 00 8. 60 27. 30 
12.00-24 (11.25-24) __ 14 76. 20 50. £0 8. 60 22. 65 
12.00-24 (44 x 10)__..- 16 88. 40 58. 95 8. 60 27. 30 
13.00-20 (12.75-20) __.. 16 98. 55 65. 70 9. 40 30. 45 
13.00-24 (12.75-24)_............ 16 107. 65 71. 80 9. 40 30. 45 
14.00-20 (13.50-20) 16 108. 65 72. 40 9. 95 33. 50 
16 115, 25 76. 85 9. 95 33. 50 


TaBLeE B-IV—UsED TRUCK AND Bus Basic TIRE CarR- 
CASSES THAT ARE SOUND OR THAT CaN BE MADE 
SOUND 


Deductions 
Maxi- required on 
mum unrepaired 
prices basic tire 
for carcasses 
Tire size Ply | sound 
basic 
tire Each | Each 
car- spot | section- 
casses | re alrepair 
needed | need 
$4.50} $1.20 $2. 80 
6 4. 50 1. 20 2. 80 
CC en 6 4. 50 1. 20 2. 80 
6.00-20 (30 x 5)......--- 8 6. 00 1.20 3. 50 
6 4.75 1. 30 2.90 
6 4.75 1.30 2. 90 
6 4.75 1. 30 2.90 
6.50-20 (32 x 6)_.-.----- 8 6. 00 1.30 3. 85 
6 5. 00 1. 50 3.10 
6 5.00 1. 50 3. 10 
6 5.00 1. 50 3.10 
8 6. 00 1. 50 4.10 
8 6. 00 1. 50 4.10 
7.00-20_____.-. 8 6. 00 1. 50 4.10 
7.00-20 (32 x 6)....-.... 10 8. 40 1. 50 5.15 
7.00-24 (36 x 6).....--.. 10 7. 75 1.50 5.15 
7.50-15_. 10 7.75 1.70 5.45 
7.50-16. 6 5. 50 1.70 3. 25 
7.50-16. 8 6. 50 170 4.25 
7.50-17. 8 6. 50 1.70 4.25 
J. eer 8 6. 50 1.70 4.25 
7.50-)8 (32 x 7). 8.00 1.70 5.45 
7.50- 7. 20 1.70 42 


TABLE B-I1V—Continued 


Deductions 
Maxi- required on 
mum unrepaired 
prices basic tire 
for carcasses 
Tire size Ply | sound 
basie 
tire Each | Each 
car- spot /section- 
casses | repair alrepair 
needed | needed 
10| $9.60) $1.70 $5. 45 
12 10. 20 1.70 6. 45 
10 8. 00 1.70 5.45 
10 9. 00 2. 00 6. 40 
10 10. 80 2. 00 6. 40 
10 10. 80 2. 00 6. 40 
12 10. 80 2. 00 6.85 
10 10. 80 2. 00 6. 40 
10 10. 80 2. 00 6. 40 
6 6. 50 2. 30 3.75 
12 12°00 2. 30 7. 20 
10 12. 00 2. 30 6. 85 
10 12. 00 2. 30 6. 85 
12| 12.00 2. 30 7.20 
10 12. 00 2. 30 6. 85 
10 12. 00 2. 30 6. 85 
12 12. 00 2. 30 7. 20 
12| 13.20 2. 90 7.70 
12; 13.20 2. 90 7.70 
12 13. 20 2. 90 7.70 
14 13. 20 2. 90 8.95 
12 13. 20 2. 90 7.70 
13.20 2. 90 7.70 
14.40 3.10 8.49 
3.10 9. 25 


3.75 
4.00 
4.04 
4,25 
4.40- 
4.56 
4.50: 
4.50- 
cen 
can 
00-10. 
6.00-16_-. 
| 
7.50-3 
7.50-% 
7.50-% 
8.25-1 
8.25-1 
8.25-: 
8.25-: 
8.25-% 
700-192 9.00-1 
260-90; 9.00-1 
9.00-1 
9.00-! 
9.00-! 
9.00-2 
10.00- 
10.00- 
10.00- 
10.00- 
11.00- 
ll 
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~ViI—Continued 
TaBLe B-VII—Usep Sreciat Purrose Tuses? TaBLe B 
Table B-1V—Continued Mazimum tinued. prices 
ize—Con 
Deductions $3. 00 "15/10.00-20 (38 x 9) 14. 60 
Maxi- | required on 4 3.10 9.75/ 14.6 
mum | unrepaired 9.75/10.00-20 (38 x 9) 
for carcasses 9.75/10.00-24 (42 x 9)-----------. 
casses | repair jal repair - 4.75 15. 45 
ded | needed 4.80 16.40 
11.00-22 (10.50-22)...... 12 | $14.40 | $3.10 - 10.50/11.00-24 (44x 10) 
11.00-24 12] 14.40 1120 5. 05 17 00 
12.00-20 (40 x 10)__....- 16 16. 80 3. 50 1L. 20 5.45 19.00 
12.00-24 (44x 16] 18.00 12. 50 5 65 
13.00-20 (12.75-20).... 16 | 18.00 12.50 5.60/6.00-19 8.05 23.00 
13.00-24 (12.75-24)...... 16 | 18.00 13.00 5.50/6.00-20 (30 x 
6.00-20 (30 x 5) Taste B-VIN 
B-V—UNsovx» Tints Spectat | 
Type and size "ie 1 bine purpose | than 
Passenger car: 6.00 purpose 
$0. 25 6.25 /6.50-16 
7.00-20 (32 x 6) through 8.25-18-... .75 8.69 | Truck and bus: 
8.25-20 through 10.00-18 (9.75-18)_. 1.25 7.00-20 (32 x 6) 7 00-18 and 1.50 
24 - 10.25 7.00-20 (32 x 6) through & 
10.00-20 (9.75-20) through 11.00- 7.00-24. 7.15 8.25-20 through 10.00-18 (9.75-18) - 2. 25 
14.00-20 through 7.50 | 14.00-20 through 1.5) 
TaBLE B-VI—Usep Tunes, OTHER THAN SPECIAL APPENDIX C—MaxIMuUM PRICES FoR RECAPP 
Purpose TUBES 7.60-24 (38 x - TIRES AND RECAPPING 
a eee (a) Retail sales (to a buyer for his use and 
Deductions required -7~i Sannennenuents 11. 60 t for resale)—(1) By seller who actually 
on unrepaired tubes 12. 25 oi the recapping—(i) Recapping — 
eee ee 13. 45 ished by buyer). The maximu 
i cass furnis 
Addi- (40 - 14.45 prices for recapping tires are the prices set 
rices | For each | tional de- - 14.00 | forth in Tables C-I to C-IV, inclusive, for the 
Type and size | Tepair of | 14.25 | ble recapping operations. 
sound | meine | for 15. 50 (tire carcass furnished 
tubes | including | Dy seller). ‘The maximum price 
nail holes | ne of a recapping 
1 Special purpose tube means in Tables C-I to C-IV, inclusive, for 
. TOO and smaller... Sei Se 5) | tube of the following brands produced by the ticular tire carcass which is furnished by the 
7.00) ane 1,50 1,00 following manufacturers: seller. 
turer 2) By seller who did not do 
6.00-16__.............- 2. 00 0 » 25 Brand name Manufac (2) By cass furnished 
-20/30 x 5.......--- r Co. 
2.00 50 035 1) above for this type 
2 00 50 General Tire & | paid by him in having the tire recapped. If 
00-18 ----| 2,00 rice fixed by (1), 
7.00-24/36 x ad i r having the 
750-15. 2. Seal-O-Matic_...... The B. F. Goodrich Co. tation by the common and the ac- 
80-18 3.40 1.00 50 Air Container The B. F. Goodrich Co. | lowest rate s 
7.50-18/32 x 7.........- | Container... ’s shipping po 
7.50-20/34x7..........1 355 1. 00 1) k Seal___.__ -- The B. F. Goodrich Co tual recapper’s t, each 
4.00 1.00 » 50 1 transportation e 
4.05 1.00 » 50 Quick Seal_..... -- The B. F, Goodrich ller, the total 
4.35 1.00 50 (Diamond tires an pense incur y ded for transportation of 
4.70 that shipment. The amount adde 
9.00-20/36 x 8.......... 4.70 1,00 0 tubes). for a p . t be stated sepa- 
4.0 | Quick Seal_....... ‘The B. F. Goodrich Co. y 
4.75 1.00 (Miller tires and tires (tire carcass furnished 
0-18.) 00 tubes). pred maximum prices are 
10.00-0( 7-20) » 50 Puncture Seal_.... Tire & for this of sale, and 
10.00-22 (9.75-22) _....- ubber Co, trans- 
11.00-20 (10.50-20).....] 6.00 1:00 50 Life Guards The Goodyear Tire & | no additional charge may be made for 
11.00-22 6. 40 1.00 Rubber inefield sales (to a buyer for 
12.00-20 (11, ‘ re . The maxim 
13.00-24 (12.75-24) ...- 11. 80 1.00 $ Sealed Air_........ Seiberling Rubber Co. ined by deducting from the ap- 
20 (13.50-20)..... 12. 30 1.00 080 Master Seal nited States Rubber | be determined by Tables 
140-24 (1330-20) Plicable maximum prices set forth in 


‘is 
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C-I to C-IV, inclusive, a discount of at least 
20 percent. If the seller had in effect on 
February 1, 1944, to a buyer of the same 
class for the same type of recapping a per- 
centage discount greater than 20 percent, 
he must deduct a percentage discount at 
least as large as he had in effect on Febru- 
ary 1, 1944, to that class of buyer. However, 
in no case a discount greater than 35 
percent required. If the seller did not have 
any percentage discount in effect on Febru- 
ary 1, 1944, to a buyér of the same Class for 
the same type of recapping, he must deter- 
mine his percentage discount under subpara- 
graph (3) below, 

(ii) Recapped ttres (tire carcass furnished 
by seller). The maximum wholesale price 
for a recapped tire shall be the maximum 
price for the recapping service supplied as 
calculated under (i) above, plus the maxi- 
mum price set forth in Tables C-I to C-IV, 
inclusive, for the particular tire carcass which 
is furnished by the seller. The discount re- 
quired under (i) above shall not apply to 
the maximum price for the tire carcass. 

(2) Transportation expenses. No seller 
shall require any buyer and no buyer shall 
be permitted to pay a larger proportion of 
transportation expense than the seller re- 
quired buyers of the same class to pay dur- 
ing February 1944 in connection with the 
delivery of tires for recapping and of re- 
capped tires. 

(3) Sellers who cannot apply (1) or (2) 
above. The percentage discounts to be de- 
ducted under (1) above, and the propor- 
tion of transportation expense to be borne 
under (2) above, by a seller who cannot 
make these determinations in accordance 
with (1) and (2), shall be Consistent with 
those established by this regulation for com- 
petitive sellers in the same locality, specifi- 
cally approved upon application by the 
seller to the Territorial Office of the Office 
of Price Administration, Honolulu, T.H. The 
Director of the Office of Price Administra- 
tion for the Territory of Hawaii may approve 
or disapprove and may, at any time after » 
approval, Correct discount and transporta- 
tion provisions proposed or established under 
this subparagraph (3) so as to bring them 
into line with the level of such provisions 
otherwise fixed by this regulation. 

(c) Maximum prices where minimum 
quality specifications are not met. (1) The 
maximum prices fixed by paragraphs (a) 
and (b) apply only when the recapping of 
a tire carcass furnished by the buyer of the 
recapped tire (tire carcass furnished by the 
seller) comply with the minimum quality 
Specifications set forth in Appendix E. 

(2) No charge may be made for recapping 
& tire carcass furnished by the buyer when 
the recapping does not comply with the 
mes quality specifications in Appen- 

x E. 

(3) The maximum price for a recapped tire 
which does not comply with the minimum 
quality specifications in Appendix E shall 
be the maximum price which that tire 
would have as a used tire under Appendix B 
if it had not been recapped. 

(d) Definitions, (1) “Grades A, C, and F 
Camelback” means camelback which com- 
plies with the specifications issued by the War 
Production Board for Grades A, C, and F 
camelback, respectively. 

(2) “Passenger car type of tread” includes 
any tread of a type generally recognized as 
designed primarily for use on passenger 
automobiles. 

(3) “Conventional truck and bus type 
of tread” includes any tread of a type gen- 
erally recognized as designed primarily for 
Ordinary “on the road” use on trucks or 
busses. 

(4) “Mud and snow type of tread” must 
Contain at least as much rubber in the un- 
dertread and have a tread design depth at 
the center circumference of the tire which 
is at least %o inch deeper than the con- 
Yentional truek and bus type of tread of 
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the same recapper for the same tire size. 
Mud and snow type of tread includes any 
such tread of a deep-cut, cleated type gen- 
erally recognized as designed primarily for 
use on trucks for traction through mud, 
snow, sand, or soft ground. 

(5) “Motorcycle type of tread” includes 
any tread of a type generally recognized as 
designed primarily for use on motorcycle. 


TABLE C-I—MAxXiMUM PRICES FOR RETREADING, FULL 
OR CAPPING PASSENGER CAR "TIRES 
AND For Basic TrrRE CARCASSES 


Basic tire 
carcasses, 
Maximum | Maximum | Add this 
prices when |prices when; price when- 

Tire size grade A | grade Cor} ever any 
camelback | F camel- basic tire 
used back used carcass is 

furnished by 
the seller 

&:76-16. ......... $4. 55 $4. 35 $2. 75 

‘ 4. 50 4. 30 2. 75 

5. 85 5. 00 2. 75 

6. 50 5. 65 2.75 

6. 50 5. 65 3. 20 

6. 50 5. 65 3. 20 

6. 50 §. 65 3. 20 

6. 50 5. 65 3. 20 

6. 50 5. 65 3. 20 

6. 50 5.65 3. 20 

7.00 6. 15 3.20 

7.35 6. 50 3. 20 

7.35 6. 50 3. 20 

7. 85 7. 00 3. 20 

7.85 7.00 3. 20 

7.85 7. 00. 3. 20 

7.15 6. 30 3. 20 

7. 35 6. 50 3. 20 

7.35 6. 50 3. 20 

7.85 7.00 3. 20 

7. 85 7.00 3. 20 

8. 25 7.40 3. 50 

8. 25 7.40 3. 50° 

8. 40 7.55 3. 50 

8.40 7.55 3.50 

10,35 9. 50 3.50 

10. 35 9. 50 3. 50 

9. 7 8.85 4.00 

9. 70 8.85 4.00 

9, 70 8. 85 4.00 

9. 8.85 4.00 

9, 85 9. 00 4.00 

10. 55 79.70 4. 00 

10. 55 9. 70 4. 55 

10. 55 9. 70 4.55 

10. 55 9. 70 4.55 

10. 55 9.70 4.55 

10. 85 10. 00 4.55 

12.10 11. 25 4.55 

13.75 12. 90 - 4.55 

12. 60 11.75 5. 25 

14.95 14.10 5. 25 

15. 40 14. 55. §. 25 

11.00 10.15 6. 55 

Jumbo “15”... 12. 60 11.75 6.55 


TaRLE C-II—Maxmium PRICES FOR RETREADING, 


Capprne or Top Capping Bus AND TRUCK 
TIRES AND Basic TrrE CARCASSES 


Maximum Basic tire 
| prices when careasses. 
| grade A Add this 
camelback | price when- | 
| Tire size used for con-| ever any 
i ventional basic tire 
| truck and carcass is 
{ bus ty furnished by 
tre the seller 
6.00-20/30 x $11. 40 $6. 00 
6.50-20/32 x 6 8 ply__.....-- 15. 05 6. 00 
6 10 ply 16. 40 8. 40 
20. 60 7.75 
16. 95 6. 50 
7. 17. 50 6.50. 
7. 50-18/32 x 7 17. 80 6.50 
24. 50 8. 00 
22. 90 10. 80 
26. 00 10. 80 
ee 28. 65 10. 80 
23. 05 12. 00 
26. 05 12. 00° 
0.00-20/36 x 8........-.....- 29. 10 12. 00 
30. 35 12.00 
9.00-24/40 x 8.........----- 30. 50 12. 00 
32. 45 12. 00 
» 00-20/38 x 9........-.--- 32. 45 13. 20 
eee oo 32. 65 13. 20 
10.00- -24/42 83. 50 
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TaBLe C-II—Continued 
Maximum Basic tire 
prices when | carcasses. 
grade A Add this 
| camelback | price when- 
Tire size used for con-| ever any 
| ventional basie tire 
truck and carcass is 
| bus type furnished by 
tread the seller 
$34.75 $14. 40 
36. 40 14.40 
36. 40 14. 40 
11.25-20/40n 10... ........... 42. 90 16. 80 
12.00-20/40x10._............ 42.90 16. 80 
7.10 16, 80 
12.00-24/44x10._............ 7.10 18. 00 
51. 50 18.00 
51. 50 18.00 
99. 75 19. 20 


TaBLE C-III—MaxtmumM PRICES FOR RETREADINA, 
Fut Cappine oR Tor CAPPING FOR MUD AND SNOW 
Tyre TREAD 


Basic Tire 
Maximum 
é prices for price when- 
Tire size mud and ‘quue thee 
snow type carcass is 
tread furnished by 
the seller 
$8. 10 $4. 50 
9.10 4.50 
10. 55 4.75 
10. 55 4.75 
18. 35 8.40 
18,15 6. 50 
19. 70 7.20 
27. 10. 80 
27. 95 12.00 
29. 95 12. 00 
31. 95 12. 00 
33. 00 12.00 
38. 50 12.00 
38. 50 13. 20 
43. 45 14. 40 
43.45 » 14.4 
47.10 16. 80 
47.10 16. 80 
51. 50 18.00 
51. 50 18. 00 
7.75 18.00 
99.7 19. 20 


TaBLE C-IV—MaximumM PRICES FOR RETREADING 
Motorcycrg TIRES 
' Basic tire 
Maximum carcasses. 
prices P Add this 
Tire si when ——. price 
grade A F camel- whenever 
camelback | ° beck is tire carcass 
is used is furnished 
by the seller 
$5. 80 $4. 95 $2.75 
5. 80 4.95 2.7 
6. 90 6.05 2.7 
6.90 6. 05 2.75 


When the tire carcass is furnished by the 
purchaser, the maximum prices for retread- 
ing or recapping such tires are the prices 
shown in any applicable column to the left 
of the last column. When the tire carcass is 
furnished by the seller, the maximum prices 
for a retreaded or recapped tire are (regard- 
less of the thickness of the rubber on the 
tread of the tire carcass before it was re- 
treaded or recapped), the sum of the price 
for the retreading or recapping, shown in 
any applicable column to the left of the last 
column, plus the tire carcass price indicated 
in the last column. 


APPENDIX D—MaxiImMuM Prices FOR TIRE AND 
Tuse REPAIRING 


(a) Retail sales (to a buyer for his use and 
not for resale)—-(1) By seller who actually 
did the repairing. ° Maximum prices for re- 
pairing tires or tubes are the prices set forth 


| 
| | 
| 
| 
5.50- 
6.00- 
6.25- 
6.50- 
7.00- 
7.50- 
7.50- 
8.25- 
| 9.00- 
9.00- 
} 9.00- ‘ 
9.00- 
9.75- 
10.00 
10.50 
| 11.00 
11.25 
12. 
12.75 
13.00 
13.5 
14. 
| | 
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for such repairing in Tables D-I to D-IV, 
inclusive. 

(2) By seller who did not do the repairing. 
The seiler may add to the maximum price 
fixed by (1) above, the actual transportation 
expense paid by him in having the tire or 
tube repaired. If the seller transports the 
tire or tube himself, he may add to the maxi- 
mum price fixed by (1), an amount not ex- 
ceeding the cost of transportation by the 
common carrier having the lowest rate be- 
tween the seller’s and the actual repairer’s 
shipping points. Where more than one tire 
or tube is involved in a shipment, each tire 
or tube may be charged only with its pro- 
portionate share of the total transportation 
expense incurred by the seller, and the total 
of the amounts added for transportation of 
all the tires or tubes in a shipment shall not 
exceed the total transportation expense of 
the seller for that shipment. The amount 
added for transportation expense must be 
stated separately from the maximum price, 

(b) Wholesale sales (to a buyer for ree 
sale)—(1) Discounts. The maximum whole- 
sale price for repairing a tire or tube shall 
be determined by deducting from the ap- 
plicable maximum prices set forth in Tables 
D-I to D-IV, inclusive, a discount of at least 
20 percent. If the seller had in effect on Feb- 
ruary 1, 1944, to a buyer of the same class for 
the same type of repairing a percentage dis- 
count greater than 20 percent, he must de- 
duct a percentage discount at least as large as 


he had in effect on February 1, 1944, to that” 


class of buyer. However, in no case is a dis- 
count greater than 35 percent required. If 
the seller did not have any percentage dis- 
count in effect on February 1, 1944, to a buyer 
of the same class for the same type of repair- 
ing, he must determine his percentage dis- 
count under subparagraph (38) below. 

(2) Transportation erpenses. No seller shall 
require any buyer and no buyer shall be 
permitted to pay a larger proportion of 
transportation expense than the seller re- 
quired buyers of the same class to pay dur- 
ingsFebruary 1944 in connection with the 
delivery of tires or tubes for repairing and 
of repaired tires or tubes. 

(3) Sellers who cannot apply (1) or (2) 
above. The percentage discounts to be de- 
ducted under (1) above, and the proportion 
of transportation expenses to be borne under 
(2) above, by a seller who cannot make these 
determinations in accordance with (1) and 
(2), shall be consistent with those established 
by this regulation for competitive sellers 
in the same locality, specifically approved 
upon application by the seller to the Ter- 
ritorial Office of the Office of Price Admin- 
istration, Honolulu, T. H. The Territorial 
Director for the Territory of Hawaii may 
approve or disapprove and may, at any time 
after approval, correct discount and trans- 
portation provisions proposed or established 
under this subparagraph (3) so as to bring 
them into line with the level of such pro- 
visions otherwise fixed by this regulation. 

(c) Mazimum prices where minimum qual- 
ity specifications are not met. The maxi- 
mum prices fixed by paragraphs (a) and (b) 
apply only when the repairing complies with 
the minimum quality specifications set forth 
in Appendix E. No charge may be made 
for repairing which does not comply with 
the minimum quality specifications in Ap- 
pendix E. 

(d) Definitions. (1) Tire sizes are given 
in cross-sectional markings. Each size in- 
cludes all tires in that cross-sectional group 
regardless of the rim diameter. 

(2) “Spot repair” means a vulcanized re- 
pair which in accordance with recognized 
commercial practice is applied to such tire 
damage as: surface blisters, cuts, and other 
injuries which can be satisfactorily repaired 
without fabric reinforcement; small injuries 
to not more than one ply in a four ply tire 


and to not more than two plies in a six ply 
tire; small injuries to not more than one- 
fourth of the total plies in heavier tires, 

(3) “Reinforcement repair” a vul- 
canized repair requiring fabric reinforce- 
ment which in accordance with recognized 
commercial practice is applied to such tire 
damage as worn spots or other injuries which 
involved ply damage exceeding that to which 
a spot repair should be applied but where 
at least two of the plies are sound and un- 
injured. 

(4) “Sectional repair” means a vulcanized 
repair requiring fabric reinforcement which 
in accordance with recognized commercial 
practice is applied to such tire damage as 
breaks or cuts through the entire tire casing, 
nail holes enlarged by prolonged neglect, or 
other injuries which do not leave two of the 
plies sound and uninjured and thus involve 
ply damage exceeding that to which a rein- 
forcement repair should be applied. 


Tart” D-1—PassENGER CAR AND MOTORCYCLE TIRES 


Maximum for 
repair. 
Tire size 
Sectional | Spot re- 
pair 
8.50... $2. 35 $1. 50 
4.00... 2. 35 1.50 
4.40... 2. 35 1.50 
4.50.2... 2. 35 1. 50 
2. 50 1. 50 
2. 75 1.50 
2.95 1.50 
3. 20 1. 50 
6.00... 3. 50 1.50 
6.25... 3.75 1.70 
3.85 1.70 
4. 35 1.70 
5.10 2. 00 
8.25.... 6. 55 2.90 
TABLE D-II —TRUCK AND BUS TIRES 
Sectional Spot 
6 $4. 95 $2. 05 
6 5.75 2.75 
& 7. 50 2. 75 
6 6.95 8.00 
8 8.15 3. 00 
10 9. 25 3. 00 
6 8. 00 4.15 
9. 05 4.15 
10 10. 70 4.15 
12 11. 95 4.15 
6 9. 00 5. 
8.25, s 10. 50 5. 50 
8.25, 10 11. 50 5. 50 
8.25. 12 12.75 5. 50 
8.25. 2 4 14. 20 5. 50 
9.00. a 6 10. 05 5.75 
8 11. 90 5.75 
9.00 10 12. 45 §.75 
12 13.75 5.75 
13. 00 7.50 
10 15.15 7. 50 
12 15. 75 7.50 
14 16. 35 7. 50 
8 14. 00 7. 80 
12 16. 25 7. 80 
14 18. 00 7. 80 
13. 95 8. 60 
& 16. 30 8. 60 
10 19. 20 8. 60 
14 22. 65 8. 60 
16 27. 30 8. 60 
6 14. 85 9. 40 
8 17. 25 9. 40 
10 20. 45 9. 40 
14 29. 05 9. 40 
16 80. 45 9. 40 
6 16.15 9. 95 
8 18. 75 9. 95 
10 22. 30 9. 95 
12 25. 30 9. 95 
16 33. 50 9. 95 
18 35. 95 9. 95 
20 41. 55 9. 95 
16 43.75 138. 75 
J 18 45. 95 13. 75 
20 48.10 13. 75 
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TaBLE D-III—TRACTOR AND IMPLEMENT Tings 


Maximum prices for 
repairing 
Bize 
jo 

Spot repair 
4.00-5.00 $3. 40 $1.55 
5.45 1.80 
6.50/36. 7. 35 2.10 
7.00. 4.75 2.45 
10, 25 2.65 
6. 00 3.65 
9 Or 7.50/26-36. 9. 65 4. 50 
10 Or 8.25... 10. 85 5.95 
_ 11. 50 5.95 
13. 30 7. 25 
Or 11. 14. 05 7.90 
14 Or 12.75-13.00_........-.--.- 14.75 10.10 
15 Or 13.50-14.00_...........--- 19. 35 11, 30° 


TaBLE D-IV—Tupes (Excerpt SPECIAL Pvunrrose 
TUBES) 


Maximum price for 
repairing 


Add this 
amount for 


Any repair 
of one inch 
or less, in- | each addi- 
cluding pin tional lineal 


Tube 


and nail inch of 
holes repair 
Any tube with 7.00 inches 
t over es 
1.00 


APPENDIX E—MINIMUM QUALITY SPECIFICA- 
TIONS 


(a) Used tires and tubes, Sound used 
tires and tubes which have been made sound 
by repairs must have been repaired in com- 
pliance with the minimum quality specifica- 
tions for repairing set forth in paragraphs 
(d) and (e). 

(b) Recapping (tire carcass furnished by 
buyer). The recapping of a tire carcass fur- 
nished by the buyer must comply with the 
following minimum requirements: 

(1) Tire casings must be uniformly buffed. 

(2) Tire casing and all materials must be 
moisture free and free of dirt. 

(3) Camelback must be applied to com- 
pletely cemented and dried surface and 
stitched down thoroughly. 

(4) Curing must be in full circle molds or 
steam kettle in accordance with instructions 
of the manufacturer of the camelback used. 

(5) Finished tire must be usable as a tire, 

and finished tire tread must adhere uniform- 
ly, must be a circle without bulges or sunken 
areas, and must be completely filled out and 
free of porosity and imperfections. 
. (ce) Recapped tires (tire carcass furnished 
by the seller). A recapped tire (tire carcass 
furnished by the seller) must comply with 
the following minimum requirements: 

(1) The tire carcass must have been at 
least a sound basic tire carcass as defined 
in Appendix B. d 

(2) If the tire carcass was made soun 
by repairs, the repairing must comply with 
the minimum quality specifications for re- 
pairing set forth in paragraphs (d) and e- 

(3) The recapping must be performed /n 
compliance with the minimum quality speci- 
fications for recapping sét forth in paragraph 
(b). 
(da) Tire repairing. Tire repair means bs 
vulcanized spot, or sectional repair, — 
accomplished in accordance with recogniz 
commercial practice and which can be rea- 


‘sonably expected to render satisfactory serv- 


ice under limited operating conditions s° 


| 
4 
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that the tire when repaired will be in a safe 
condition for service. 

(1) A vulcanized spot repair must meet 
at least the following conditions: 

(i) Loose portions of tread and sidewall 
rubber must be removed. 

(ii) Surfaces must be skived, roughened, 
cemented. 

(iii) Tire casing and repair materials must 
be moisture free. 

(iv) Rubber must be applied after cement 
is dry. 

(v) Curing must be in accordance with in- 
structions of the manufacturer of the repair 
materials used. 

(2) A vulcanized sectional repair must meet 
at least the following conditions: 

(i) Injured fubber and fabric must be 
removed. 

(ii) Area around injury must be skived at 
an angle to give maximum bonding surface 
and stress resistance (usually 45 degrees). 

(iii) Tire casing and repair materials must 
be moisture free. 

(iv) Surface must be buffed, cemented, and 
allowed to dry; then cemented again, and 
allowed to dry again. 

(v) Skived portion of the inner casing 
must be filled with cushion gum level with 
the inner body ply. 

(vi) Ready-built patch or built-in cord 
fabric must be applied in accordance with the 
manufacturer’s instructions regarding num- 
ber of plies, size of patch, ply direction, and 
application. 

(vii) Tread portion of skive must be lined 
with skim coating of cushion gum or tie 
gum and filled with tread gum slightly above 
level of the tread. 

(viii) Curing must be in accordance with 
instructions of the manufacturer of the re- 
pair materials being used. Proper pressure 
must be maintained during cure. 

(ix) Repaired portions must present 
smooth surfaces inside and out; tread, but- 
tress, and sidewall designs must be restored 
to match those on the rest of the tire; and 
exterior contour must be maintained. 

(x) Finished repair must be free of poros- 
ity and other imperfections. 

(e) Tube repairing. Tube repair means a 
repair which is accomplished in accordance 
with recognized commercial practice and 
which can be reasonably expected to render 
satisfactory service under limited operating 
conditions so that the tube when repaired 
will be in a safe condition for service. 


This amendment shall become effec- 
tive as of June 14, 1944. 

Note: The reporting and record-keeping 
provisions of this amendment have been 
approved by the Bureau of the Budget in 


accordance with the Federal Reports Act of 
1942. 


Issued this 9th day of November 1944. 
CHESTER BOWLES, 


Administrator. 
[F. R. Doc, 44-17178; Filed, Nov. 9, 1944; 
11:36 a. m.] 


Chapter XVIII—Office of Economic 
Stabilization 


[Directive 22] 


Part 4004—Price STABILIZATION; MAXxI- 
MUM PRICES 


CANNED, FROZEN, BRINED, AND PRESERVED 
PRUNES 


The War Food Administrator and the 
Price Administrator having submitted 
Certain information indicating that the 


average yield of fresh prunes in that 
section of Oregon and Washington which 
produces prunes for processing is sub- 
stantially less than the average yield 
during recent years, and that an up- 
ward adjustment in the reflected price 
of prunes for processing is necessary to 
maintain the appropriate relationship 
with dried prune prices and to permit 
processors to share equitably in the cur- 
tailed supply; and having recommended 
that maximum prices for canned, frozen, 
brined, and preserved prunes, processed 
from fresh prunes, produced in Oregon 
and Washington reflect the actual price 
paid to growers but not to exceed $55.00 
per ton; 

I hereby find that the proposed price 
is necessary to effectuate the policy of 
Executive Orders 9250 and 9328, and spe- 
cifically to correct a gross inequity; 

Accordingly I hereby authorize and 
direct the Price Administrator to estab- 
lish maximum prices for canned, frozen, 
brined, and preserved prunes, processed 
from fresh prunes, produced in Oregon 
and Washington computed on the basis 
of the actual grower prices paid but not 
in excess of $55.00 per ton at grower’s 
customary delivery points. 


(EO 9250 and EO 9328) 
Effective date: November 9, 1944. 
Issued this 9th day of November 1944. 


FreD M. VINSON, 
Economic Stabilization Director. 


[F. R. Doc. 44-17161; Filed, Nov. 9, 1944; 
10:28 a.m.] 


TITLE 34—NAVY 
Chapter I—Department of the Navy 


TERMINATION OF WAR CONTRACTS 
ISSUANCE OF REGULATION 


Cross REFERENCE: For the Joint Ter- 
mination Regulation issued by the Sec- 
retary of War and the Secretary of the 
Navy see Title 10, Chapter VIII, supra, 


TITLE 46—SHIPPING 


Chapter I—Coast Guard: Inspection and 
Navigation 


AMENDMENTS TO THE REGULATIONS 


_ By virtue of the authority vested in 
me by R.S. 4405, 4417a, 4418, 4426, 4429, 
4430, 4433, 49 Stat. 1544 (46 U.S.C. 375, 
391la, 392, 404, 407, 408, 411, 367), and 
Executive Order 9083, dated February 28, 
1942 (7 F.R. 1609), the following amend- 
ments to the regulations are prescribed: 


Subchapter F—Marine Engineering 
Part 51—MATERIALS 
1. Section 51.1-8 is amended to read 
as follows: 


§ 51.1-8 Test reports. Inspectors 
shall report the results of official tests on 
Form NCG 934. Copies thereof shall be 
forwarded by the Distriet Coast Guard 
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Officer in the district where the material 
was manufactured to the District Coast 
Guard Officer in the district where the 
material is to be fabricated. 


2. Section 51.15—-14 is amended to read 
as follows: 


§ 51.15-14 Marking. Valves, flanges 
and fittings shall be marked as required 
by § 55.19-3 (s) of this chapter. 


3. Part 51 is amended by the addition 
of a new § 51.17-13 reading as follows: 


§51.17-13 Marking. Valves, flanges 
and fittings shall be marked as required 
by § 55.19-3 (s) of this chapter. 


4. Part 51 is amended by the addition 
of a new § 51.18-11 reading as follows: 


§ 51.18-11 Marking. Valves, flanges 
and fittings shall be marked as required 
by § 55.19-3 (s) of this chapter. 


5. Section 51.19-9 is amended to read 
as follows: 


§51.19-9 Marking. Valves, flanges 
and fittings shall be marked as required 
by § 55.19-3 (s) of this chapter. 


6. Section 51.19-16 Workmanship and 
ag is amended by deleting paragraph 
7. Part 51 is amended by the addition 
of a new § 51.19-17 reading as follows: 


§51.19-17 Marking. Valves, flanges 
and fittings shall be marked as re- 
quired by § 55.19-3 (s) of this chapter. 


8. Section 51.20-9 is amended to read 
as follows: 


$51.20-9 Marking. Valves, flanges 
and fittings shall be marked as required 
by § 51.19-3 (s) of this chapter. 


Part 52—CONSTRUCTION 


Section 52.13-5 (a) is amended by 
changing the second sentence thereof 
to read as follows: “Fittings used in mak- 
ing such connections shall be of forged 
or cast steel.” 


Part 55—PIpPInc SYSTEMS 


1. Section 55.19-3 is amended by de- 
leting paragraphs (c), (d), (f), (1), (n) 
and (p) and substituting the following 
therefor: 


§55.19-3 Detail requirements. * * * 

(c) Seamless drawn steel pipe may 
be used for all purposes and is required 
for services defined in §§ 52.13-5 (a) and 
55.19-6 (d) of this chapter. (See para- 
graph (d) of this section.) 

(d) Lap-welded steel or iron pipe 
without diameter limitation or furnace 
butt-welded steel or iron pipe of not over 
2 inches nominal pipe size may be used 
where the pressure does not exceed 350 
pounds per square inch and the tempera- 
ture does not exceed 450° F. Electric- 
resistance-welded steel pipe may be used 
where the pressure does not exceed 350 
pounds per square inch and the tempera- 
ture does not exceed 650° F. (See para- 
graph (c) of this section.) 


Nore: Where steel or wrought-iron pipe is 
used for salt water service, it is recommended 
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that it be galvanized or otherwise protected 
against corrosive action, 
* * * 


(f) Copper pipe fabricated with 


‘brazed longitudinal joints is permitted 


for water and nonsuperheated steam 
service for pressures not to exceed 75 
pounds per square inch, 

(1) Malleable iron conforming to the 
requirements of § §51.19-1 to 51.19-16, 
inclusive, of this chapter, for Grade A 
material, may be used in the construc- 
tion of valves and fittings for pressures 
not to exceed 250 pounds per square inch 
and tempe .tures not to exceed 450° F. 
Grade B malleable iron may be used 


for pressures not to exceed 125 pounds 


per square inch, temperatures not to 
exceed 450° F. and diameters not to ex- 
ceed 4 inches. Cast iron conforming to 
the requirements of §§ 51.18-1 to 51.18- 
10, inclusive, of this chapter may be used 
in the construction of valves and fittings 
for pressures not to exceed 125 pounds 
per square inch and temperatures not 
to exceed 450° F. All these materials 
shall meet the requirements for the in- 
dividual piping systems provided for in 
this part. 


* * 
(n) All valves exceeding 2 inches 


nominal pipe size used for Class I piping 
shall have flanged ends and bolted bon- 


‘ nets, except as noted in § 55.19-3(w). 


(For boiler mountings see § 52.15-2(b) 
of this chapter.) 


2. Section 55.19-3(s) is amended to 
read as follows: 


§55.19-3 Detailrequirements. * * * 

(s) (1) All steel valves, flanges and 
fittings shall be legibly marked with the 
manufacturer’s name or registered 
trademark, and the primary service pres- 
sure rating for which he guarantees 
them. 

(2) All cast iron valves, flanges and 
fittings shall be legibly marked with the 
manufacturer’s name or registered 
trademark, and in addition all such 
valves and flanged fittings shall be 
marked with the primary service pres- 
sure rating for which he guarantees 
them, 

(3) All malleable iron valves, flanges 
and fittings shall be legibly marked with 
the manufacturer’s name or registered 
trademark and the primary service pres- 
sure rating for which he guarantees them 
except that 150-pound pressure screwed 
fittings (Federal Specification WW-P- 
52la) need not carry a service pressure 
marking. 

(4) All bronze valves, flanges and fit- 
tings shall be legibly marked with the 
manufacturer’s name or registered 
trademark and in addition all such valves 


and flanged fittings shall be marked with 
the primary service pressure rating for 
which he guarantees them. Bronze 
screwed fittings may be identified as to 
pressure class by the type of reinforcing 
bands at the inlet and outlet. The 125- 
pound fittings (Federal Specification 
WwW-P-448) have narrow bands widely 
separated at the fitting crotches. The 
250-pound fittings (Federal Specification 
WwW-P-461) have wide heavy bands 
which meet at and fill the crotches. 

(5) Small finished or polished non- 
ferrous products such as trycocks or 
petcock need not be marked. 

(6) Steel valves and fittings shall be 
tested by their manufacture to a 
hydrostatic pressure in accordance with 
the requirements of Table P-10 and P-11. 
Bronze, cast iron or malleable iron valves 
and fittings for steam service or other 
services at temperatures exceeding 150° 
F. shall be tested by their manufacturer 
to a hydrostatic pressure of not less than 
2% times their steam working pressure. 
Bronze valves and fittings for high- 
pressure hydraulic or air service at tem- 
peratures not exceeding 150° F. shall be 
tested by their manufacturer to a hydro- 
static pressure of not less than 1% times 
their hydraulic or air working pressure. 


3. Section 55.19-4 Computations is 
deleted, including Table P-1. 

4. Section 55.19-5 is amended by de- 
leting paragraphs (b) and (h) and sub- 
stituting the following therefor: 


§55.19-5 Installation. * * * 

(b) Reduced pressure lines shall be fit- 
ted with efficient reducing valves, pres- 
sure gauges and relief valves installed on 


the low pressure side having sufficient 
discharge capacity to prevent the pres- 
sure exceeding that for which the lines 
are designed. 

* * + 


(h) Pipe lines may be run through deep 
tanks or fuel tanks, provided a tunnel is 
installed. Where a pipe tunnel is in- 
stalled the watertight integrity of the 
bulkheads shall be maintained, and if the 
tunnel is not of sufficient size to afford 
easy access, no valves or fittings shall be 
located therein. Single pipes, other than 
steam or exhaust, may be run through 
such tanks without using a pipe tunnel, 
where the pipe used is extra heavy, ex- 
pansion bends are provided and all joints 
within the tank are welded. 


5. Section 55.19-6 is amended by delet- 
ing paragraph (a), Table P-2 and Note 3 
of paragraph (b) and substituting the 
following therefor: 


§55.19-6 Class I piping—(a) Scope. 
Class I piping shall include all piping as 
follows: 

(1) Operating at pressures exceeding 
150 pounds gauge per square inch. 

(2) Operating at temperatures of va- 
pors, gases and liquids exceeding the 
following: 

(i) Steam, gas and air—370° F. 

(ii) Oil—150° F. 

(ili) Water—200° F, 


(3) Conveying lethal gases or lethal 
liquids regardless of pressure or temper- 
ature. 

(b) Computations. * * * 

Nore 3: The value of W in the formula 
shall not be taken at less than 150 pounds 
for any condition of service or material. 


TABLE P-1—MAXIMUM ALLOWABLE WORKING STRESSES FOR PIPING IN POUNDS PER SQUARE INcn! 


For temperature not exceeding degrees F.°— 
§pecification section Grade 
p.s. i 650 700 750 800 850 “| 900 950 1,000 
Seamless: 

DAMA: cibintensbuitobousdlls A 48000 7200 6800 6100 5400 4300 3300 1900 

| eae B 60000 $000 8500 7800 6800 5500 4200 2800 1500 
55000 8200 8200 8200 8000 7800 7500 6000 3700 


1 Seamless medium-carbon steel pipe may be used for the construction of drum shells, and shal] be computed in 
accordance with the formulas provided in §§ 52.2-3 and 52.2-6 for cylindrical shells. 
2 Intermediate values of S may be obtained by interpolation. 


S=85 percent of above values for electric- 
resistance welded steel pipe, Sections 
51.lla and 61.11b (temperature not to 
exceed 650° F.). 

S=4800 for furnace welded steel pipe, Sec- 
tions 51.11 and 51.1la (temperature not 
to exceed 450° F.). 

S=4400 for welded iron pipe, Section 51.12 
(temperature not to exceed 450° F.). 

S=3500 for seamless copper pipe, Section 
51.14 and seamless brass pipe, Section 


51.13 (temperature not to exceed 406° 
F 


S= 2625 for brazed copper pipe (temperature 
not to exceed 406° F.). 


6. Section 55.19-7 Temperature limi- 
tations is deleted. 

7. Section 55.19-8 is amended by the 
addition of Tables P-2 and P-2A to para- 
graph (d) and by changing the descrip- 
tions for Figure P-7 in paragraph (e), 
reading as follows: 


~ 
. 


FEDERAL REGISTER, Friday, November 10, 1944 


§55.19-8 Flange standards. * * * 
(d) @ 
TABLE P-2—BRONZE FLANGED FITTINGS AND COMPANION FLANGES 
[150 pounds] 
Metal 
Flange Diameter 
Outside Diameter thickness Depth 
of flange 1 | circle mini- u 
mum) mum) mum) 
Inches Inches Inches Inches Inches Inches Inches Inches Inches 
3% 546 234 4 1g 349 194g 
114 456 1349 314 4 16 26 
5 Ke 376 4 542 2%6 
2. 6 434 4 54 1 
816. 844 7 8 4 41% 144 
9 M6 744 8 5¢ 1Th4 56 1546 
6... 13{6 9% 8 34 7%e 1%6 
8... 13% 11%4 4 1349 916 134 


1The “flange thickness (minimum)” as shown in the table is the dimension from back of flange to gasket contact face. 
Blind flanges may be recessed 46’’ with a diameter equal to the inside diameter of the flange fitting. 


TABLE P-2A—BRONZE FLANGED FITTINGS AND COMPANION FLANGES 


[250 and 300 pounds] 
Flange thickness Metal 
: Outside (minimum) ! Diameter thickness | Piameter Depth 
Nominal : Number Size of hub 
pipe size of bolts bolts (mini- 
250 Ibs. | 300 Ibs, mum) | ™¥em) 
Inches Inches Inches Inches Inches Inches Inches Inches 
1 334 4 % 1%6 1949 
34 45¢ Heo 1742 4 54 542 1% 54 
1 474 1949 314 4 56 11446 16 
1% 544 1742 5% 378 4 58 
1% 614 %o 4 1364 2%6 
2 616 56 34 5 8 1 
215 74 57% 8 34 114 
3 84 34 65% 8 34 1%6 
316 9 134 3142 74 8 34 2364 4\%e 14 
4 10 7% 34 1342 5546 1%6 
5 11 1546 1% 9% 8 34 Blig 6%6 1%6 
6 1214 1 1%6 1054 12 1%6 
8 15 144 156 13 12 % 2542 91Ye 1% 


1 The “flange thickness (minimum)” as shown in the table is the dimension from back of flange to gasket contact 
face. Blind flanges may be recessed Me’’ with a diameter equal to the inside diameter of the flange fitting. 


(e) * * * 

Figure P-7.—Pipe may be attached to high 
hub flanges by shrinking the flange on to 
the end of the pipe and flaring the end of 
the pipe to an angle of not less than 20°. 
If used for Class I piping, a fillet weld 
with throat of not less than % inch shall 
be used to attach the hub of the flange 
to the wall of the pipe. This flange is lim- 
ited to a maximum pressure of 250 pounds 
per square inch at a temperature not ex- 
ceeding 450° F. For Class II piping, the 
fillet weld may be omitted. 


8. Section 55.19-9 (a) is amended to 
read as follows: 


§55.19-9 Bolting. (a) Bolts used in 
connection with valves, fittings and 
flanges shall comply with the standards 
given in Tables P-2 to P-9, inclusive. 
If the requirements of these tables are 
not practicable, the stress shall be cal- 
culated as required by § 52.16-5 using 
coed smallest cross-sectional area of the 


9. Section 55.19-10 Detail require- 
ments—Class I piping is amended by de- 
leting paragraph (b). 

10. Section 55.19-11 is amended by de- 
leting paragraphs (d) 42) and (d) (3) 
(i) and by substituting the following for 
Paragraph (d) (2): 


§ 55.19-11 

* 

(2) All steel flanges shall conform 
with the minimum standards given in 
Tables P-3 to P-9, inclusive. Bronze 
flanges shall conform with the minimum 
standards given in Tables P-2 and P-2A. 
Cast iron flanges shall conform at least 
with the standards given in Tables P-13 
and P-14. 


11. Section 55.19-14 is amneded by de- 
leting paragraphs (e) (3) and (e) (4) 
and substituting the following therefor: 


§55.19-14 Independent fuel piping 
and tanks (Emergency units). * * * 

(e) Piping connections. * * * 

(3) The filling pipe shall enter the 
top of the tank. If the filling pipe is 
run nearly to the bottom of the tank, 
it may serve as a combined filling and 
sounding pipe. 

(4) The supply pipe to the engine shall 
enter the top of the tank and extend 
nearly to the bottom of the tank. The 
return pipe from the engine shall enter 
the top of the tank. 


Part 56—FusIon WELDING 


Section 56.20-19 (b) is amended to 
read as follows: 
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$56.20-19 Welded piping. * * * 
(b) The rules in this section apply 
to Class I piping only. 


Part 57—SuPPLEMENTARY DATA AND RE- 
QUIREMENTS 


Section 57.21-3 (c) is amended to read 
as follows: 


§57.21-3 Fusible plugs. * * * 

(c) Tests. Fusible plug manufac- 
turers who desire to have their product 
approved for marine service shall submit 
samples from each heat to the Com- 
mandant for test, as follows: One sample 
plug for chemical analysis plus an ad- 
ditional plug for physical test taken at 
random from each heat for examination 
and test for each 500 plugs or fraction 
thereof. The samples furnished shall 
bear the same number for any one heat 
and shall be representative of the heat 
from which the sample was poured. The 
fillings-shall be tested for tightness by 
striking the small end three blows equiv- 
alent to two foot-pounds of energy per 
blow. If these tests reveal a loose filling, 
the entire lot of plugs shall be rejected. 
Next, the filling of one test plug from 
each lot shall be melted out of the casing 
by a ring burner and caught in a clean 
graphite crucible to be used as a sample 
for chemical analysis. The inside of the 
casing must show that the tin filling was 
properly alloyed to the casing. Evi- 
dence of improper or incomplete alloy- 
ing will cause rejection of the entire lot 
represented. When more than two test 
plugs from the same heat are submitted, 
the melting point of the tin from the 
plug representing each lot will be deter- 
mined and the tin showing the lowest 
melting point will be analyzed. 

Subchapter O—Regulations Applicable to Certain 
Vessels and Shipping During Emergency 


Part 151—MarIne ENGINEERING, MATE- 
RIALS; REGULATIONS DURING EMERGENCY 


Part 151 is amended by the addition of 
a new § 151.15 reading as follows: 


§ 151.15 Steel forgings. Material 
manufactured during the emergency in 
accordance with the requirements of A. 
S. T. M. designation A181-—42 shall be con- 
sidered as satisfying the requirements for 
150- and 300-pound steel pipe flanges as 
set forth in §§ 51.15-1 to 51.15-14, inclu- 
sive, of this chapter. 


Dated: November 8, 1944. 


R. R. WaAESCHE, 
Vice Admiral, USCG, 
Commandant. 


{F. R. Doc. 44-17124; Filed, Nov. 8, 1944; 
11:31 a. m.] 


Chapter I1I—War Shipping 
Administration 


[Gen. Order 15, Supp. 2] 
Part 306—GENERAL AGENTS AND AGENTS 
TERMINAL OPERATORS 


General Order 15 (§§ 306.29 to 306.34, 
inclusive) is further amended as fol- 
lows: 
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1. The following paragraph is added 
to § 306.29 (paragraph 2 of the original 
General Order 15): 


(c) The cost of repairs and upkeep, 
including dredging, of a terminal owned 
or rented by an Agent or General Agent, 
referred to in paragraph (b) (1) (ii) and 
(iii) of this section (paragraph 2 (a) 
(ii) and (iii) of the original General 
Order 15) shall not be included in the 
terminal operating costs chargeable 
against the vessel, unless such repairs 
and upkeep, including dredging, shall 
have been first authorized or approved 
by the Administrator. 


_ 2. The following sections are added: 


§ 306.34a Reduction in rates. In the 
event any Agent or General Agent whose 
terminal operation is not covered by an 
executed, applicable standard form of 
“Warshiptermop” contract, fails or re- 
fuses to make any terminal faeilities 
available to any vessel at the request 
of the Administrator and at the rates 
or charges prescribed in this order 


. ($8 306.29 to 306.34b, inclusive), the Ad- 


ministrator may, upon finding that such 
failure or refusal is without reasonable 
justification, reduce the rates or charges 
otherwise payable pursuant to this or- 
der to the extent of any increase in cost 
tc the United States resulting from such 
failure or refusal or on such other basis 
of eompensation as the Administrator 
may deem reasonable. 


§ 306.34b Determination of profit or 
loss. In determining the net profit or 
loss of terminal operations referred to 
in § 306.32 (paragraph 6 of the original 
General Order 15), the Administrator 
reserves the right to exclude from the 
calculation of such profit or loss any 
income received from any sources other 
than the War Shipping Administration 
by reason of the use of terminal facilities 
or any portion thereof, including without 
limitation, rental for repair facilities or 
for other operations. Unless so excluded, 
the full amount of such income received 
from sources other than the War Ship- 
ping Administration shall be included in 
determining net profit or loss of terminal 
operations aforesaid. 


(E.O. 9034, 7 F.R. 837) 


[SEAL] E. S. Lanp, 
Administrator. 
Novemeser 8, 1944. 


{F. R. Doc. 44-17168; Filed, Nov. 9, 1944; 
10:55 a.m] 


Notices 


DEPARTMENT OF THE INTERIOR. 


Geological Survey. 
[Power Site Classification 354] 
CoLorADO RIVER TRIBUTARIES, COLO. 
CLASSIFICATION AS POWER SITE 


Under authority vested in me by the 
Act of March 3, 1879 (20 Stat. 394; 43 
U.S.C. 31, 41), the following described 


land is hereby classified as power sites 
and, in so far as title thereto remains in 
the United States and subject to valid 
existing rights, it is recommended that 
this classification be given full force and 
effect under the provisions of section 24 
of the Act of June 10, 1920, as amended 
by sec. 211 of the Act of August 26, 1935 
(41 Stat. 1075, 49 Stat. 846; 16 U.S.C. 
sec. 818): 


SixtH PRINCIPAL MERIDIAN 


T.85S., R. 82 W., 
Sec. 31,S4.NW\4, SW, and 
T.9S., R. 82 W., 

Sec. 5, lots 2, and 3, SW\44NE%4,, NW\4SE%, 
and 

Sec. 8, NEYNE\Y; 

Sec. 9, SEYNW4, NEYSW%, 
and SEYSE\; 

Sec. 10, S4SW,; 

Sec. 14, WY%SW%; 

and 

Sec. 22, E4E\; 

Sec. 23, WYNW. 

T.75S., R. 83 W., 

Sec. 22, SEY4,SW%4, and S4%SE\4; 

Sec. 27,N'44,SW%, and NW\4SE\,; 

Sec. 28, SEY4,NE%4, and 

Sec. 33, NE4,NE%4, and 

Sec. 34, NYANWY,. 

T.85S., R. 83 W., 
Sec. 4, lot 2, SW144NE\Y%, SEYNW, and 
Sec. 9, EZNW%, NEYSW%, and SW% 
Sw; 
Sec. 21, NEY,SE\,; 
Sec. 22, NEY4NEY%, and N¥%4S% unsur- 
veyed; 
Sec. 23, N44N%, N%SW% unsurveyed, 
NE',SE\4unsurveyed, and W14SE%4 un- 
surveyed; 
Sec. 24, NY%NWY%, SEYNWY%, and 
Sec. 25, 
Sec. 26, NW'4NE% unsurveyed, S1,NE%4 
unsurveyed, and NESE; 
Sec. 36, 
T. 8S., R. 84 W., 

Sec. 17, NYANW\% unsurveyed; 

Sec. 18, unsurveyed. 
T.8S., R. 85 W., 

Sec. 11, lots 5, 6, and 10. 
T. 10 S., R. 85 W., 

Sec. 15, SEY4CEY; 

Sec. 22, SW\%4 unsurveyed. 
T.9S. R.88 W., 

Sec. 33, lots 4, 5, and 12. 


Dated: August 23, 1944, 


[SEAL] W. E. WRATHER, 


Director. 
Approved: October 31, 1944. 


Oscar L. CHAPMAN, 
Assistant Secretary. 


[F. R. Doc. 44-17163; Filed, Nov. 9, 1944; 
11:21 a. m.] 


[Power Site Classification 355] ° 


TRIBUTARIES OF YAMPA RIVER, COLO. 
CLASSIFICATION AS POWER SITE 


Under authority vested in me by the 
act of March 8, 1879 (20 Stat. 394; 43 
U.S.C. 31, 41), the following described 
land is hereby classified as power sites 
and, in so far as title thereto remains in 
the United States and subject to valid ex- 


isting rights, it is recommended that this 
classification be given full force and ef- 
fect under the provisions of section 24 
of the Act of June 10, 1920, as amended 
by sec. 211 of the Act of August 26, 1935 
(41 Stat. 1075, 49 Stat. 846; 16 U.S.C. 
sec. 818): 


SrxtTH PRINCIPAL MERIDIAN 


T.7N., R. 84 W., 
Sec. 6, lots 1, 2, and 6, SW44NE\4, and 
SEYNW,. 
T.8N., R. &4 W., ‘ 

Sec. 15, and SE4SW%,; 

Sec. 16, SE; 

Sec. 20, SE‘4NE4, and 

Sec. 21, N4NE4, and 

Sec. 22, NYANW%, and SW4SW%; 

Sec. 27, 

Sec. 28, SE1,NE\%, and 

Sec. 29. and WYSE; 

Sec. 31. and 

Sec. 32, NW14,NE\4, and 

T.9N., R. 84 W., 

Sec. 5, lot 10,N144SW\4, and SW4SW\,; 

Sec. 7, lots 8, 9, and 12,N\.NE4,SW'4,NE‘4, 

and W!4SE%4; 

Sec. .8; 

Sec. 9, lots 3, 4, 5, 6, 9, and 10, E44.SW';; 

Tract 43; 

Sec. 17, lots 8 to 12 inclusive; 

Sec. 18, lots 15 to 23 inclusive. 
T.10N., R. 84 W., 

Sec. 

Sec. 15, 

Sec. 16, 

Sec. 19, lot 4, SE4SW'%4, and 814SE\4; 

Sec. 20, and SE'4; 

Sec. 21, S4NE%, W'4NW%, and 

Sec. 22, N'‘4NE%, NW, and 

Sec. 28, NW144NW4; 

Sec. 29, 

Sec. 30, lot 1, N‘44NE\4, and 
T. 11 N., R. 84 W., 

Sec. 18, lots 3, and 4; 

Sec. 19, lots 1, and 2. 

T. 12 N., R. 84 W., 
Sec. 16; 
Sec. 21, SEY4NE%, and SW4NW',. 
T. 7 N., R. 85 W., 
Sec. 1, NE4SW\%, SE4SW, and SE%4; 
Sec. 11, 
T. 9 N., R. 85 W., 
Sec. 3, lot 19, SW%, and S448SE%; 
Sec. 4, lots 10, 11, 12, 13, 15, 18, and 19, 
NESE; 

Sec. 5, lot 5; 

Tracts 42A, 42B, 42D, and 42E; 

Sec. 10, lot 1, E4NE%, and NE4SE%; 

Sec. 11, SE4%, and SW'%4SE\4; 

Sec. 13, lots 1 to 6 inclusive; 

Sec. 14, lots 1, 2, 4, 5, 6, and 10, SE',NE‘4. 
T. 10 N., R. 85 W., 

Sec. 24, SY,SE%4; 

Sec. 25, 

Sec. 32, lots 11, 12, and 13. 

T. 11 N., R. 85 W., 
Sec. 3, SW4NW%, WY%SWH, and SE%4 
SW; 
Sec. 4, lots 5, 6, 7, and 8, S144NE}4, and 

Sec. 5, lot 5; 

Sec. 10, E4ZNW%, NEY%SW%, NW4SE'4, 

and S\4SE\; 

Sec. 13, and 8S; 

Sec. 14, N\%, and 

Sec. 15, NE4,NE\; 
Sec. 23, lots 1, and 2, W1,NE%4, and SE';; 
Sec. 24; 

Sec. 25, SW4,NE\%, and NW’;; 
Sec. 26, NE4,NE\4, S1,NE\%, and 
Sec. 35, NWY44NE\. 


4 
4 
“2 
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T. 12 N., R. 85 W., 
Sec. 31, lots 1, and 2, SW\4,NEY%, E% 
NW%, and N%SE\; 
Sec. 32, SW%4, and S%SE\; 
Sec. 33, 
T.12N., R. 86 W., 
Sec. 36, E4,NE%4. 


Dated: August 26, 1944. 


[SEAL] W. E. WRATHER, 
Director. 


Approved: October 31, 1944. 


Oscar L. CHAPMAN, 
Assistant Secretary. 


{F. R. Doc. 44-17164; Filed, Nov. 9, 1944; 
11:21 a.m] 


[Power Site Classification 370] 
OwL CREEK, WYO. 
CLASSIFICATION AS POWER SITE 


Under authority vested in me by the 
act of March 3, 1879 (20 Stat. 394; 43 
U.S.C. 31, 41), the following described 
land is hereby classified as power sites 
and, in so far as title thereto remains in 
the United States and subject to valid 
existing rights, it is recommended that 
this classification be given full force and 
effect under the provisions of section 24 
of the Act of June 10, 1920, as amended 
by sec. 211 of the Act of August 26, 1935 
(41 Stat. 1075, 49 Stat. 846; 16 U.S.C. 
sec. 818): 


SrxtH MERIDIAN 


T. 43 N., R. 100 W., 
Sec. 26, lots 2 and 3. 


WIND RIVER MERIDIAN 


T.8N., R. 1 W., 
Sec. 23, and SEYNWY,; 
Sec. 24, NE4, SAZNW, and 


Dated: September 15, 1944. 


[SEAL] W. E. WRATHER, 
Director. 


Approved: October 31, 1944. 


OscarR L, CHAPMAN, 
Assistant Secretary. 


|F. R. Doc. 44-17165; Filed, Nov. 9, 1944; 
11:21 a. m.] 


[Power Site Classification 371] 
Rio CHAMA, N. 
CLASSIFICATION AS POWER SITE 


Under authority vested in me by the 
Act of March 3, 1879 (20 Stat. 394; 43 
US.C, 31, 41), the following described 
land is hereby classified as power sites 
and, in so far as title thereto remains in 
the United States and subject to valid ex- 
isting rights, it is recommended that this 
Classification be given full force and ef- 
fect under the provisions of section 24 
of the Act of June 10, 1920, as amended 
by sec. 211 of the Act of August 26, 1935 
on Stat. 1075, 49 Stat. 846; 16 U.S.C. sec. 

>; 


New Mexico PRINCIPAL MERIDIAN 


T. 24 N., R. 3 E., unsurveyed, 

Secs. 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 
23, and 24, all lands within 14-mile of the 
Rio Chama exclusive of those embraced 
in Homestead Entry Surveys Nos. 193, 
194, 195, and 198, and of those embraced 
in Canon de Chama and Piedra Lumbre 
Grants, 


T.24N.,,R.4E., 

Sec. 2, lot 1; 

Sec. 3, lots 1-to 5, inclusive, S1,NE4, and 
NYNW,; 

Sec. 4, 

Sec. 5, NE%4, and EYSEY; 

Sec. 11, lots 1 to 5, inclusive; 

Sec. 12, lots 2, and 3; 

Sec. 18, lot 4. 

T. 23 N., R.5 E., 

Sec. 4, lots 7, and 8; 

Sec. 8, lots 1, 2, 3, and 4, EY4SE%4; 

Sec. 9, lots 1 to 7, inclusive, SE4,NW'%4, and 

Sec. 17, lots 1, and 2, NE%4, and SE4NW\. 

T. 22 N.,R.7E., 

Sec. 1, 

Sec. 11, lot 1; 

Sec. 12, W%, and SE; 

Sec. 13; 

Sec. 23, lots 1, 2, 5, 6, and 7; 

Sec. 24, lot 1, NE4, SEYNW, 
and SW4SE\; 

Sec. 25, lots 1, 2, 3, 6, 7, 9, and 10; 

Sec. 35, lots 3, 4, and 5. 

T. 24N.,R.7E., 

Sec. 1,SW'4SW; 

Sec. 11, lots 13, and 15; 

Sec. 12, NW%, and 

Sec. 13, lots 3, and 4, NE4, NEYNW%, 
SE4SW'%4, and SE'%4; 

Sec. 14, lot 7; 

Sec. NE4, EYNWY%, EYSWY, 

Sec. 25, NEYNW%4, SW, and 

Sec. 26, 

Sec. 35, lots 1, 2, 3, and 4, E4,NE4. 

T.22N.,R.8E., 
Sec, 3, lot 5; 
Sec. 4, lots 5 to 17, inclusive; 
Sec. 5, lots 12, 13, 14, 19, and 20; 
Sec. 8, lots 1, 2, 7, 8, 9, 10, 14, 15, and 16; 
Sec. 9, lots 1, 2, 3, and 4; 
Sec. 17, lots 1, 2, 3, and 5 to 12, inclusive; 
Sec. 18, lots 11 to 16, inclusive; 
Sec. 19, lots 5 to 13, inclusive; 
T.23N.,R.8E., 

Sec. 1, lots 4, 5, 6, and 7; 

Sec. 11, lots 6, 11, 12, 13, and 20; 
. 12, lots 1 to 5, inclusive; 

Sec. 14, lots 8, 15, 16, and 23; 

Sec. 23, lots 1, 2, 3, and 4; 

Sec. 24, lots 3, and 4; 

Sec. 25, lot 3; 

Sec. 26, lots 5, 6, 10, and 11, SW\44NW4; 

Sec. 27, 

Sec. 34, lots 8, 9, 10, 11, and 12, NYNE\, 
SW'4,NE\4, SE4NW%4, and 

Sec. 35, lots 1, 2, 3, 6, and 8, SE‘%,NE%4. 

T. 24N.,R.8E. 

Sec. 1, lots 5, 6, 11, 12, 13, and 18; 

Sec. 12, lots 3, 10, 11, and 18; 

Sec. 13, lots 6, 10, 11, 12, 13, 14, 16, and 17; 

Sec. 23, lots 11, 12, 13, and 18; 

Sec. 24, lots 4, and 5, NW\44SE\4,; 

Sec. 25, lots 4, 5, and 6; 

Sec. 26, lots 5, 10, 11, and 16; 

Sec. 35, lots 5, 10, 11, and 16. 


Dated: September 2, 1944. 


[SEAL] Tuomas B. NOLAN, 
Acting Director. 


Approved: October 31, 1944. 


Oscar L. CHAPMAN, 
Assistant Secretary. 


[F. R. Doc. 44-17166; Filed, Nov. 9, 1944; 
11:21 a. m.} 


and 


[Power Site Classification 372] 


SovutH BovuLpER CREEK, ROOSEVELT NA- 
TIONAL FOREST, COLO. 


CLASSIFICATION AS POWER SITE 


Under authority vested in me by the 
act of March 3, 1879 (20 Stat. 394; 43 
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U.S.C. 31, 41), the following described 
land is hereby classified as power sites 
and, in so far as title thereto remains in 
the United States and subject to valid 
existing rights, it is recommended that 
this classification be given full force and 
effect under the provisions of section 24 
of the Act of June 10, 1920, as amended 
by sec. 211 of the Act of August 26, 1935 
(41 Stat. 1075, 49 Stat. 846; 16 U.S.C. 
sec. 818): 


SIxTH PRINCIPAL MERIDIAN 


BT We 
Tracts 62, 64, 65, 139, 145, and 150. 
T. 18., R. 72 W., 
Sec. 25, lots 1, and 2. 
T.15S., R. 73 W., 
Sec. 30, and 
Sec. 32, lots 5, 6, 7, and 8; 
Sec. 34, lots 7 to 16 inclusive; 
Sec. 35, lots 16, 17, 21, 22, 23, 24, 25, 26, 
27, and 28. 
T.25S., R. 73 W., 
Sec. 6, lots 3, and 4. 
R. 74 W., 
Sec. 1, 
Sec. 2,S14N14 exclusive of patented mining 
claims, and N'4SE% exclusive of pat- 
ented mining claims. 


Dated: September 4, 1944. 


[SEAL] Tuomas B. Notan, 
Acting Director. 
Approved: October 31, 1944. 
Oscar L. CHAPMAN, 
Assistant Secretary. 


[F. R. Doc. 44-17167; Filed, Nov. 9, 1944; 
11:21 a. m.] 


Sclid Fuels Administration for War. 


COMMERCIAL Dock OPERATORS OF GREAT 
LAKES 


SHIPMENTS OF COAL 


Under § 602.504,, commercial dock 
operators located on Lake Superior or 
on the west bank of Lake Michigan, 
north of and including Waukegan, 
Illinois, or in the State of Michigan, are 
required to ship during the present coal 
year 90 percent of the coal (except slack 
or “nut and slack”), briquettes and 
packaged fuel shipped ex-lake dock to 
retail dealers located in Iowa, Michigan, 
Minnesota, North Dakota, South Dakota 
and Wisconsin during the last coal year. 
Unlike § 602.505, this provision of the 
regulation does not require dock oper- 
ators to ship the same size of coal which 
they furnished the dealer last year. 
However, it is contemplated that to the 
maximum extent practicable dock op- 
erators will, in the interests of equitable 
distribution, supply the sizes which have 
been furnished to the dealer in the past 
if they have such s:zes available. At 
the present time some dock operators 
have reported that their supplies of stove 
and egg sizes are insufficient to meet re- 
quirements although they are able to 
make substitute deliveries of nut coal. 
Retail dealers are urged to accept such 
coal when the dock operator shipping to 


19 F.R. 8114. 
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them has insufficient stove and egg coal 
to meet their orders. 


Dated: November 8, 1944. 


C. J. POTTER, 
Deputy Solid Fuels Administrator 
for War. 
{F. R. Doc, 44-17154; Filed, Nov. 9, 1944; 
10:43 a. m.] 


INTERSTATE COMMERCE COMMIS- 
SION. 


APPOINTMENT OF PERMIT AGENTS 


Notice of appointment of permit agents 
under Service Order No. 249. 

Pursuant to the authority vested in 
me by paragraph (d) of Service Order 
No. 249, the following permit agents are 
hereby appointed to issue permits pur- 
suant to paragraph (c) of said order: 
89. S. D. Moss, Lepanto, Ark. 

90. F. R. Matthews, Hattiesburg, Miss. 
91. C. J. Tye, Henderson, Tenn, 
92. R. E. Perkins, Opelousas, La. 


A copy of this notice has been served 
upon the Association of American Rail- 
roads, Car Service Division, as agent of 
the railroads subscribing to the car serv- 
ice and per diem agreement under the 
terms of that agreement; and notice of 
these appointments shall be given to the 
general public by depositing a copy in the 
office of the Secretary of the Commission 
at Washington, D. C., and by filing it with 
the Director, Division of the Federal 
Register. 

Issued at Washington, D. C., this 8th 
day of November 1944. 


V.C. CLINGER, 
Director, 
Bureau of Service. 


[F. R. Doc. 44-17160; Filed, Nov. 9, 1944; 
10:44 a. m.] 


[S. O. 70-A, Special Permit 592] 
RECONSIGNMENT = GRAPES AT CHICAGO, 
LL. 


Pursuant to the authority vested in me 
by paragraph (f) of the first ordering 
paragraph (§ 95.35, 8 F.R. 14624) of 
Service Order No. 70-A of October 22, 
1943, permission is granted for any com- 
mon carrier by railroad subject to the 
Interstate Commerce Act: 

To disregard entirely the provisions of 
Service Order No. 70-A insofar as it applies 
to the reconsignment at Chicago, Illinois, 
October 17, 1944, by Santaviruso Company, 
of car PFE 62437, grapes, now on the A. T. & 
6. F. Railroad, to Umberto Crimi, Rochester, 
New York (N. Y. C.). 

The waybill shall show reference to this 
special permit. 


A copy of this special permit has been 
served upon the Association of American 
Railroads, Car Service Division, as agent 
of the railroads subscribing to the car 
service and per diem agreement under 
the terms of that agreement; and notice 
of this permit shall be given to the gen- 
eral public by depositing a copy in the 
office of the Secretary of the Commission 


at Washington, D. C., and by filing it 
with the Director, Division of the Federal 
Register. 


Issued at Washington, D. C., this 17th 
day\of October 1944. 


V. CLINGER, 
Director, 
Bureau of Service. 


[F. R. Doc. 44-17156; Filed, Nov. 9, 1944; 
10:44 a. m.] ; 


[S. O. 70-A, Special Permit 678] 


RECONSIGNMENT OF POTATOES AT CHICAGO, 
ILL. 


Pursuant to the authority vested in me 
by paragraph (f) of the first ordering 
paragraph (§ 95.35, 8 F.R. 14624) of Serv- 
ice Order No. 70-A of October 22, 1943, 
permission is granted for any common 
carrier by railroad subject to the Inter- 
state Commerce Act: 

To disregard entirely the provisions of Serv- 
ice Order No. 70-A insofar as it applies to 
the reconsignment at Chicago, Illinois, No- 
vember 7, 1944, by R. A. Klotz Company, of 
car WFE 67621, potatoes, now on the C& NW 
Wood Street Terminal, to Skinner Fruit Com- 
pany, Elgin, Illinois (CMStP&P). 

The waybill shall show reference to this 
special permit. 


A copy of this special permit has been 
served upon the Association of American 
Railroads, Car Service Division, as agent 
of the railroads subscribing to the car 
service and per diem agreement under 
the terms of that agreement; and no- 
tice of this permit shall be given to the 
general public by depositing a copy in 
the office of the Secretary of the Com- 
mission at Washington, D. C., and by 
filing it with the Director, Division of the 
Federal Register. 


Issued at Washington, D. C., this 7th 
day of November 1944, 


V. C. CLINGER, 
Director, 
Bureau of Service. 


[F. R. Doc. 44-17157; Filed, Nov. 9, 1944; 
10:44 a. m.] 


[S. O. 70-A, Special Permit 679] 


RECONSIGNMENT OF POTATOES AT MANS- 
FIELD, OHIO 


Pursuant to the authority vested in 
me by paragraph (f) of the first ordering 
paragraph (§ 95.35, 8 F.R. 14624) of 
Service Order No. 70-A of October 22, 
1943, permission is granted for any com- 
mon carrier by railroad subject to the 
Interstate Commerce Act: 


To disregard entirely the provisions of 
Service Order No. 70-A insofar as it applies 
to the reconsignment at Mansfield, Ohio, No- 
vember 7, 1944, by Connecticut Potato Farm- 
ers Coop. of cars potatoes, now on the B&O 
Railroad, FGEX 15635 to T. J. Ault Co., Mun- 
cie, Indiana (PRR) and FGEX 51014 to W. R. 
Hackett, Springfield, Ohio (PRR). 

The waybills shall show reference to this 
special permit. 


A copy of this special permit has been 
served upon the Association of American 
Railroads, Car Service Division, as agent 


of the railroads subscribing to the car 
service and per diem agreement under 
the terms of that agreement; and notice 
of this permit shall be given to the gen- 
eral public by depositing a copy in the 
Office of the Sccretary of the Commis- 
sion at Washington, D. C., and by filing 
it with the Director, Division of the 
Federal Register. 


Issued at Washington, D. C., this 7th 
day of November 1944. 


V. C. CLINGER, 
Director, 
Bureau of. Service. 


[F. R. Doc, 44-17158; Filed, Nov. 9, 1944; 
10:44 a. m.] 


[S. ©. 70-A, Special Permit 680] 


RECONSIGNMENT OF APPLES AT KANSAS 
City, Mo. 


Pursuant to the authority vested in me 
by paragraph (f) of the first ordering 
paragraph (§ 95.35, 8 F.R. 14624) of 
Service Order No. 70-A of October 22, 
1943, permission is granted for any com- 
mon carrier by railroad subject to the 
Interstate Commerce Act: 

To disregard entirely the provisions of Serv- 
ice Order No. 70-A insofar as it applies to 
the reconsignment at Kansas City, Missouri, 
November 8, 1944, by K&W Fruit Co., of cars 
PFE 51101 and PFE 44481, apples, now on the 
Union Pacific Railroad, to Dallas, Texas. 

“The waybills shall show reference to this 
special permit. 


A copy of this special permit has been 
served upon the Association of American 
Railroads, Car Service Division, as agent 
of the railroads subscribing to the car 
service and per diem agreement under 
the terms of that agreement; and notice 
of this permit shall be given to the gen- 
eral public by depositing a copy in the 
office of the Secretary of the Commission 
at Washington, D. C., and by filing it 
with the Director, Division of the Federal 
Register. 


Issued at Washington, D. C., this 8th 
day of November 1944. 


V. C. CLINGER, 
Director, 
Bureau of Service. 


[F. R. Doc. 44-17159; Filed, Nov. 9, 1944; 
10:44 a. m.] 


{S. O. 252] 


UNLOADING OF COAL AT KING’s BRIDGE 
AND Port Morris, N. Y. 


At a session of the Interstate Com- 
merce Commission, Division 3, held at its 
office in Washington, D. C., on the 8th 
day of November A. D. 1944. 

It appearing, that cars B&O 431279 on 
hand at King’s Bridge, N. Y., and B&M 
7079 on hand at Port Morris, N. Y., con- 
taining coal, on the New York Central 
Railroad Company, have been on hand 
for an unreasonable length of time and 
that the delay in unloading said cars 1S 
impeding their use; in the opinion of 
the Commission an emergency exists re- 
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quiring immediate action. It is ordered, 


that: . 

Coal at King’s Bridge and Port Mor- 
ris, N. Y., be unloaded. (a) The New 
York Central Railroad Company, its 
agents or employees, shali unload forth- 
with cars B&O 431279 on hand at King’s 
Bridge, N. Y., and B&M 7079 on hand at 
Port Morris, N. Y., containing coal for 
account of Leon Bituminous Coal Sales. 

(b) Said carrier shall notify the Di- 
rector of the Bureau of Service, Inter- 
state Commerce Commission, Washing- 
ton, D. C., when such carloads of coal 
have been completely unloaded. Upon 
receipt of such notice this order shall 
expire. (40 Stat. 101, sec. 402, 41 Stat. 
476, sec. 4, 54 Stat. 901, 911; 49 U.S.C. 1 
(10)-(17), 15 (2)) 

It is further ordered, that this order 
shall become effective immediately, and 
that a copy of this order and direction 
shall be served upon the New York Cen- 
tral Railroad Company and upon the 
Association of American Railroads, Car 
Service Division, as agent of the railroads 
subscribing to the car service and per 
diem agreement under the terms of that 
agreement; and that notice of this order 
be given to the general public by deposit- 
ing a copy in the office of the Secretary of 
the Commission at Washington, D. C., 
and by filing it with the Director, Di- 
vision of the Federal Register. 


By the Commission, Division 3. 


[SEAL] W. P. BartTet, 
Secretary. 
[F. R. Doc. 44-17155; Filed, Nov. 9, 1944; 
10:44 a. m.] 


OFFICE OF PRICE ADMINISTRATION, 
[Order 38 Under 19a] 


Luccace FraMe INDUSTRY IN NEW YoRK, 
NEW JERSEY AND PENNSYLVANIA 


ADJUSTMENT OF MAXIMUM PRICES 


Applications have been made by pro- 
ducers representing about 80 percent of 
the luggage frame industry in the States 
of New York, New Jersey and Pennsyl- 
vania for differential pricing for lug- 
gage frames on the basis of material 
used. Present production costs will not 
permit production of certain types of 
luggage frames at the present price level. 
The problem is general in nature and 
data supporting such action is inade- 
quate. Pending the collection and anal- 
ysis of such data for further action by 
this Office it is deemed necessary to is- 
Sue an adjustment pricing order to pro- 
Mote production and distribution of the 
commodities involved to maintain essen- 
tial supply. The granting of such au- 
thorization will not interfere with the 
purposes of the Emergency Price Con- 
trol Act of 1942, as amended. 

Therefore, for the reasons set forth 
in an opinion issued simultaneously 
herewith and under the authority vested 
in the Price Administrator by the Emer- 
8ency Price Control Act of 1942, as 


No. 225——25 


amended, by Executive Orders 9250 and 
9328, and pursuant to § 1499.19a of the 
General Maximum Price Regulation; It 
is ordered: 

(a) Producers may sell and deliver 
and any person may buy and receive 
luggage frames subject to section 6.58 of 
Revised Supplementary Regulation 14 to 
the General Maximum Price Regulation 
at prices not over the prevailing ceiling 
at the time of delivery. Moreover, pro- 
ducers and purchasers may agree that 
prices may be adjusted on all deliveries 
of luggage frames after the effective date 
of this order in accordance with any ac- 
tion taken by the Office of Price Admin- 
istration to adjust the present maxi- 
mum prices. A seller using this provi- 
sion must offer to sell all luggage frames 
produced by him on such a basis. 

(b) This order shall be automatically 
revoked upon the establishment by the 
Office of Price Administration of max- 
imum prices for luggage frames different 
from those now prevailing, or upon denial 
of the applications for differential pric- 
ing. It may be revoked or amended by 
the Price Administrator at any time. 

(c) This order shall become effective 
November 10, 1944. 


Issued this 9th day of November 1944, 
CHESTER BOWLES, 


Administrator. 
{[F. R. Doc. 44-17174; Filed, Nov. 9, 1944; 
11:37 a. 


[MPR 120, Order 1063] 
DENKERT MINE, ET AL. 
APPROVAL OF MAXIMUM PRICES 
Correction 


In F.R. Doc. 44—-15848, appearing at 
page 12486 of the issue for Saturday, 
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October 14, 1944, the paragraph desig- 
nation preceding the first table should be: 
“Paragraph (b)”, 


(MPR 120, Order 1116] 
C &S Coat & Cray Co., ET AL. 


ESTABLISHMENT OF MAXIMUM PRICES AND 
PRICE CLASSIFICATIONS 


For the reasons set forth in an accom- 
panying opinion, and in accordance with 
§ 1340.210 (a) (6) of Maximum Price 
Regulation No. 120; It is ordered: 

Producers identified herein operate 
named mines assigned the mine index 
numbers, the price classifications and 
the maximum prices in cents per net ton, 
for the indicated uses and shipments as 
set forth herein. All are in District No. 
2. The mine index numbers and the 
price classifications assigned are perma- 
nent but the maximum prices may be 
changed by an amendment issued after 
the effective date of this order. Where 
such an amendment is issued for the 
district in which the mines involved 
herein are located and where the amend- 
ment makes no particular reference to a 
mine or mines involved herein, the prices 
shall be the prices set forth in such 
amendment for the price classifications 
of the respective size groups. The loca- 
tion of each mine is given by county and 
state. The maximum prices stated to be 
for truck shipment are in cents per net 
ton f. o. b. the mine or preparation 
plant and when stated to be for rail ship- 
ment or for railroad fuel are in cents per 
net ton f. o. b. rail shipping point. In 
cases where mines ship coals by river 
the prices for such shipments are those 
established for rail shipment and are in 
cents per net ton f. o. b. river shipping 
point. However, producer is subject ‘to 
the provisions of § 1340.213 and all other 
provisions of Maximum Price Regula- 
tion No. 120. 


C. & 8. Coat & Cray Co., ZELYENOPLE, Pa., CUNNINGHAM NO. 5 MINE, PITTSBURGH SEAM, MINE INDEX NO. 4212, 
ALLEGHENY CounTY, Pa., SUBDISTRICT 8, RAIL SHIPPING POINT, MILLVALE, Pa., STRIP MINE, RAILROAD FUEL 


‘Prick Group 1, Maximum Truck Prick Group No. 5 


Size group Nos. 
1 2 8 4 5 6 7 8 9 10 ll 
Price E E D D D D E E 
Rail and river 310 | 310} 300] 300; 300; 250] 250) 235 
Railroad fuel_....... 310 | 310] 300; 300; 290] 250) 250; 245 
Truck shipment. 425 | 425; 425; 390; 360) 360] 360] 285] 285 270 


Cress Coat Co., 86 SoutH MAIN 8T., FAIRCHANCE, Pa., CHESS MINE, PiTTsRURGH SEAM, MINE INDEX No. 4203, 
FAYETTE COUNTY, P4., SUBDISTRICT 3, Rat SHIPPING POINT, RicH HILL SIDING, Pa., DEEP Mine, RAiLROaD 
FvuEL Price Grove 7, MaxtmuM TRUCK Price Group No.7 


Price classification 


Price classifications...............-.-...-.- F F 

Rail shipment_... 310 | 310 
Railroad fuel... Sead 310 | 310 
Truck shipment 415 | 415 


E E E E E E 
305 | 305 | 305 | 205) 275) 275) 260 
305 | 305 | 305) 205) 275) 275) 265) 265 }...... 


265 
415} 385 | 375 | 375) 375) 310) 200; 265 


ConEBY BrotHErs Coat Co., Box 156, Houston, Pa., JorcE No. 3 MINE, PittspurGH SEAM, MINE INDEX No, 
4207, WASHINGTON CouNTY, Pa., SuBpistrict 7, Rat SHiPPING POINT, Hovstox, Pa., Strip MINE, RAILROAD 
FvuEL PricE Group 2, Maximum TRUCE Price Grovp No. 6 


Rail shipment 
Railroad fuel. 
Truck shipment 


A 

330 
330 
425 


810} 310} 275) 265 | 250) 250) 235 
310 | 310; 200) 275) 250] 235] 235 |...__- 
425 | 375 | 375) 375) 325) 200; 200 255 
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Coat Co., R. D. #& CRAFTON BRANCH, PITTSBURGH, PA., FLECK No. 2 MINE, PirtspvuRGH SEAM, 
Mink INDEX No. 2514,° ALLEGHEXY COUNTY, Pa., SUBDISTRICT 7, RAIL SHIPPING POINT, CARNEGIE, Pa., DEEP 
MINE, RaiLRoaD FUEL PRICE GROUP 1 


Size group Nos. 


1 2 8 4 5 6 7 8 9 10 ll 


Price classification A Cc Cc F Dd E E 

355 | 355 | 335] 335) 300) 275) 260 j...... 

Railroad -| 355] 355] 385] 335] 315] 315 | 275) 275] 270] 270 }...... 

425 | 425 | 390) 360) 360) 360; 285| 270 
*Previously established. 


HENcKEL Coat Co., C/O Ermer R. HENCFEL, FARMINGTON, PA., HENCKEL MINE, PittsnuRGH SEAM, MINE 
INDEX No. 4220, FAYETTE County, Pa., SuppIsTRICT 3, Rat SHIPPING POINT, PoINT MARION, Pa., STRIP MINE, 
RAILROAD FUEL PRICE Group 7, MaximuM TRUCK Group No.7 


Price classification Boe F E E E E E E E 

Rail shipment_......... 285} 285 | 280; 280) 280) 270| 250} 250] 235 
Railroad fuel. 285 | 285 280 280} 280] 270} 250] 250] 240] 240 
Truck shipment 415 | 415 | 415 | 875 | 375] 375 | 310] 290 265 


LuxNeEr Coat Co., CARMICHAELS, PA., EILEEN M INE, PITTSBURGH SEAM, MINE INDEX NO. 4218, FAYETTE COUNTY, 
Pa., Sunppistrict 3, Ram SHIPPING Pornt, HELEN AND/OR KEISTER, Pa., MINE, RAILROAD FUEL PRICE 
GrovuP 7, MAXImUM TRUCK PRICE Group No.7 


Price classification... E E Cc Cc D D D 
Rail shipment........ 310 310 | 310} 310] 310; 200) 245 
Railroad fuel. ......... 310} 310; 310} 310; 310 | 200] 270| 270} 245 | 240 
415} 415 | 415 | 385) 375) 375) 875 | 290 265 


Mipway Mininea Co., OAKDALE, Pa., MIDWAY PRIMROSE MINE, PiTtsnpURGH SEAM, MINE INDEX No. 4210, 
WasHiInaton County, Pa., SUBDISTRICT 7, RAIL SHIPPING POINT, VERNER, Pa., STRIP MINE, RAILROAD FUEL 
PricE Group 2, MAXIMUM TRUCK PRICE Group No. 6 


Price classification Cc Cc Cc Cc F F H H 
Rail shipment-__... 325 | 325] 310] 310} 265) 235) 235] 225 
Railroad fuel... 325} 325] 810] 310} 290] 235] 285] 235) 235 
Truck shipment- -| 425} 425) 425] 385| 3875) 375 | 375] 325) 290] 290 255 


Watt Coat Co., Box 32, GREENSBURG, Pa., DOWNES MINE, PITTSRURGH SEAM, MINE INDEX No. 4182, WESTMORE- 
LAND CounTY, Pa., SUBDISTRICT 4, RAIL SHIPPING POINT, SOUTH GREENSBURG, Pa., STRIP MINE, RAILROAD FUEL 
PricE Group 1, MAximuM TRUCK PRICE Group No. 8 


Price classification..... D D Cc Cc D Cc Cc 
Rail shipment__. 310 | 310} 310; 310 300} 300] 275| 255 
Railroad 310 | 310] 310}; 300} 275] 275] 255] 245 
Truck shipment -| 415 | 415] 415] 395] 365] 365] 365} 305 | 285 255 


This order shall become effective No- fies the applicability of § 1499.156 (sec- 
vember 10, 1944. ond pricing method) to ready-mixed ex- 
| ; . terior and interior linseed oil paints 
E 0. 9328. 8 F R. 4681) , * out a reduction in maximum price under 
_— , a Order No. 125 or 465 under § 1499.156 or 
Issued this 9th day of November 1944. under paragraph (a) (12) of Order No. 
A-1 under § 1499.159b. If the formula 

TER 
of such a paint has been further changed 
because of further shortage of materials, 
[F. R. Doc. 44-17175; Filed, Nov. 9, 1944; there may be added to its maximum 


11:37 a. m.]} —_— — the amount by which the re- 
sulting changed unit direct cost of such 

[MPR 188, Order 2842] paint exceeds the unit direct cost of such 
LINSEED O11 PAINT paint prior to the original change in 


formula under Order No. 125 or 465 or 
ESTABLISHMENT OF MAXIMUM PRICES under paragraph (a) (12) of Order No. 
For the reasons set forthinanopinion, A-1l. 
issued simultaneously herewith, and filed (c) Limitations imposed with respect 
with the Division of the Federal Register, to pricing under § 1499.157 (third pric- 
and pursuant to the authority vested in ing method.) This subparagraph modi- 
the Price Administrator by the Emer- fies the applicability of § 1499.157 (third 
gency Price Control Act of 1942, as pricing method) with respect to the use 
amended, and Executive Orders Nos. 9250 as comparable articles of ready-mixed 
and 9328, It is ordered: exterior or interior linseed oil paints 
(a) Purpose of this order. This order whose formulae have been so changed 
modifies §§ 1499.156 and 1499.157 (sec- without a reduction in maximum price 
ond and third pricing methods) with under Order No. 125 or 465 under § 1499.- 
respect to the pricing thereunder of cer- 158 or under paragraph (a) (12) of Or- 
tain paints in accordance with the der No. A-1 under § 1499.159b that there 
limitations set out in paragraphs (b) and has been a decrease in unit direct cost. 
(c) below. Where such a ready-mixed exterior or 
(b) Limitations imposed with respect interior linseed oil paint is properly se- 
to pricing under § 1499.156 (second pric- lected for use as a comparable article 
ing method). This subparagraph modi- under § 1499.157, the unit direct cost of 


such comparable paint used in comput- 
ing a maximum price under § 1499.157 
shall be its unit direct cost prior to any 
change of formula under Order No. 125 
or 465 or paragraph (a) (12) of Order 
No. A-1. 


This order shall become effective No- 
vember 10, 1944. 


Issued this 9th day of November 1944. 


CHESTER BOWLES, 
Administrator. 


[F. R. Doc. 44-17176; Filed, November 9, 1944; 
11:37 a. m.} 


[MPR 188, Order 2545] 
Drxie CuHarr Co. 
APPROVAL OF MAXIMUM PRICES 
Correction 


In F. R. Doc. 44—15919, appearing on 
page 12564 of the issue for Tuesday, Oc- 
tober 17, 1944, the following changes 
should be made: 

The second price in column 7 in the 
first table should read: “$13.38.” : 

In the second table, the seventh price 
in column 1 should read: “$11.73.” 

In column 10 of the second table, the 
tenth price should be: “$10.85.” 


Regional and District Office Orders. 


List oF COMMUNITY CEILING PRICE ORDERS 


The following orders under Rev. Gen- 
eral Order 51 were filed with the Division 
of the Federal Register on November 8, 


1944. 
Recion III 


Cleveland Order F-1, Amendment 12, cov- 
ering fresh fruits and vegetables in Cuyahoga 
County, filed 9:38 a. m. ; 

Cleveland Order F-3, Amendment 12, cov- 
ering fresh fruits and vegetables in Trumbull 
and Mahoning Counties, filed 9:37 a. m. 

Cleveland Order F-4, Amendment 11, cov- 
ering fresh fruits and vegetables in Stark and 
Summit Counties in Ohio, filed 9:37 a. m. 

Cleveland Order F-5, Amendment 4, cov- 
ering fresh fruits and vegetables in certain 
Counties in Ohio, filed 9:37 a. m. 

Cincinnati Order 1-F, Amendment 55, cov- 
ering fresh fruits and vegetables in Hamilton 
County, Ohio, filed 9:38 a. m. 

Cincinnati Order 2-F, Amendment 48, cov- 
ering fresh fruits and vegetables in certain 
Counties in Ohio, filed 9:38 a. m. 

Cincinnati Order 3-F, Amendment 15, cov- 
ering fresh fruits and vegetables in certain 
Counties in Ohio, filed 9:38 a. m. 

Louisville Order 21, Amendment 2, covering 
poultry in certain Counties in Kentucky and 
Indiana, filed 9:39 a. m. 

Louisville Order 22, Amendment 2, covering 
poultry in certain Counties in Kentucky, 
filed 9:39 a. m. 

Recion IV 
Memphis Order 6-F, Amendment 4, cover 


ing fresh fruits and vegetables in the city of 
Memphis and the County of Shelby, Ten”. 


' filed 9:37 a. m. 


REGION V 


Arkansas Order 2-F, Amendment 32, Cov- 
ering fresh fruits and vegetables in Arkansas, 
filed 9:41 a. m. 

Arkansas Order 4-F, Amendment 30, ©ov- 
ering fresh fruits and vegetables in Arkansas, 
filed 9:41 a. m. 
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Arkansas Order 5-F, Amendment 30, cov- 
ering fresh fruits and vegetables in Arkansas, 
filed 9:41 a. m. 

Arkansas Order 6-F, Amendment 30, cov- 
ering fresh fruits and vegetables in certain 
counties in Arkansas, filed 9:41 a. m. 

Lubbock Order 3-F, Amendment 26, cov- 
ering fresh fruits and vegetables in Lubbock, 
Tex., filed 9:37 a, m. 

New Orleans Order 2-F, Amendment 44, 
covering fresh fruits and vegetables in certain 
counties in Louisiana, filed 9:42 a. m. 

Oklahoma Order 2—-F, Amendment 10, cov- 
ering fresh fruits and vegetables in Oklahoma 
City, Okla., filed 9:43 a. m. 

Oklahoma City Order 3-F, Amendment 40, 
covering fresh fruits and vegetables in Okla- 
homa City, Okla., filed 9:43 a. m. 

Tulsa Order 6-F, Amendment 27, covering 
fresh fruits and vegetables in Tulsa, Okla., 
filed 9:42 a. m. 

Tulsa Order 6-F, Amendment 27, covering 
fresh fruits and vegetables in Tulsa, Okla., 
filed 9:42 a, m. 


Recion VI 


Chicago Order 2-F, Amendment 36, cover- 
ing fresh fruits and vegetables in the Chicago, 
Tll., area, filed 9:41 a. m. 

Milwaukee Order 2—-F, Amendment 41, cov- 
ering fresh fruits and vegetables in Dane 
County, Wis., filed 9:48 a. m. 

Milwaukee Order 3-F, Amendment 41, cov- 
ering fresh fruits and vegetables in certain 
cities and counties in Wisconsin, filed 9:48 


a.m. 

Milwaukee Order 5-F, Amendment 40, cov- 
ering fresh fruits and vegetables in She- 
boygan and Fond Du Lac Counties, filed 9:48 
a.m. 

Omaha Order 16, Amendment 3, covering 
community pricing in Lancaster county, 
Nebr., filed 9:49 a. m. 

Omaha Order 17, Amendment 4, covering 
community pricing in certain counties in Ne- 
braska, filed 9:48 a. m. 

Omaha Order 19, Amendment 4, covering 
community pricing in certain counties in Ne- 
braska, filed 9:49 a. m. ° 

Omaha Order 7-F, Amendment 19, cover- 
ing fresh fruits and vegetables in certain 
counties in Nebraska and Iowa, filed 9:50 
a. m. 

Omaha Order 7-F, Amendment 20, cover- 
ing fresh fruits and vegetables in certain 
counties in Nebraska and Iowa, filed 9:50 
m. 

Omaha Order 8-F, Amendment 20, cover- 
ing fresh fruits and vegetables in Lincoln, 
Nebr., filed 9:49 a. m. 

Omaha Order 4-W, Amendment 3, cover- 
ing community food pricing in Lincoln, Nebr., 
filed 9:50 a. m. 

Sioux City Order 13, Amendment 5, cover- 
ing community food pricing in Sioux City, 
filed 9:40 a. m. 

Sioux City Order 14, Amendment 4, cover- 
ing community food pricing in certain coun- 
ties in Iowa, filed 9:40 a. m. 

Sioux City Order 15, Amendment 4, cover- 

community food prices in certain coun- 
ties in Nebraska, filed 9:40 a. m. 

Sioux City Order 2-W, Amendment 2, cov- 
tring community ceiling prices in Sioux City, 
Towa, filed 9:39 a. m. 


Recion VII 


New Mexico Order F-1, Amendment 30, 
Covering fresh fruits and vegetables in Al- 
buquerque and Gallup counties, N. Mex., filed 
9:47 a. m. 

New Mexico Order F-2, Amendment 16, 
Covering fresh fruits and. vegetables in the 
tities of Santa Fe and Las Vegas, filed 9:47 
& m. 

New Mexico Order F-4, Amendment 16, 
Covering fresh fruits and vegetables in cer- 
_ communities in New Mexico, filed 9:47 


New Mexico Order F-6, Amendment 13, 
covering fresh fruits and vegetables in cer- 
tain communities in New Mexico, filed 9:46 
a.m. 

New Mexico Order F-7, Amendment 5, cov- 
ering fresh fruits and vegetables in certain 
communities in New Mexico, filed 9:45 a. m. 


Recion VIII 


Sacramento Order 1-O, covering prices for 
shell eggs in Sacramento, filed 9:52 a. m. 

Sacramento Order 2-O, covering prices for 
shell eggs in Sacramento, filed 9:53 a. m. 

San Diego Order 1-F, Amendment 76, cov- 
ering fresh fruits and vegetables in San 
Diego, filed 9:50 a. m. 

San Diego Order 1-F, Amendment 77, cov- 
ering fresh fruits and vegetables in San Diego, 
filed 9:52 a. m. . 

Spokane Order 1-F, Amendment 33, cover- 
ing fresh fruits and vegetables in Spokane 
county, Wash., filed 9:45 a. m. 

Spokane Order 2-F, Amendment 30, cov- 
ering fresh fruits and vegetables in certain 
areas in Coeur D’alene, Idaho, filed 9:45 a. m. 

Spokane Order 4-F, Amendment 6, cover- 
ing fresh fruits and vegetables in certain 
counties in Idaho and Washington, filed 9:45 
a. m. 

Spokane Order 5-F, Amendment 13, cover- 
ing fresh fruits and vegetables in certain 
counties in Washington and Idaho, filed 9:44 
a.m. 

Spokane Order 6—-F, Amendment 14, cov- 
ering fresh fruits and vegetables in certain 
counties in Washington, filed 9:44 a. m. 

Spokane Order 7—-F, Amendment 7, covering 
fresh fruits and vegetables in Benton and 
Franklin Counties, Wash., filed 9:44 a. m. 


Copies of any of these orders may be 
obtained from the OPA Office in the 
designated city. 

Ervin H. 
Secretary. 


[F. R. Doc, 44-17173; Filed, Nov. 9, 1944; 
11:36 a. m.] 


[Spokane Order 25-B Under MPR 426] 


LETTUCE IN SPOKANE, WASH. 
Correction 


The freight rate by Method (d) from 
basing point to wholesale receiving 
point, found in Table X (e) of F.R. Doc. 
44-15811, appearing at page 12497 of 
the issue for Saturday, October 14, 1944, 
should read: ‘$0.90 plus .32.” 


WAR FOOD ADMINISTRATION. 
[Docket No. AO 175] 


DAYTON-SPRINGFIELD, OHIO, MARKETING 
AREA 


NOTICE OF POSTPONEMENT OF HEARING ON 
PROPOSED MILK MARKETING AGREEMENT 


Pursuant to the Agricultural Market- 
ing Agreement Act of 1937, as amended 
(7 U.S.C. 1940 ed. 601 et seq.), notice is 
hereby given that the hearing on the 
proposed marketing agreement and or- 
der regulating the handling of milk in 
the Dayton-Springfield, Ohio, marketing 
area, originally scheduled (9 F.R. 12070) 
to be held in the Miami Hotel, Dayton, 
Ohio, on October 19, 1944, and postponed 
(9 F.R. 12605) to November 13, 1944, is 
postponed to 10 a, m., e. s. t., November 
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28, 1944, in the Miami Hotel, Dayton, 
Ohio. 

At such hearing, the Dairy and Poul- 
try Branch, Office of Distribution, War 
Food Administration, proposes that the 
following provisions shall be considered 
along with the provisions contained in 
the said proposed marketing agreement 
and order submitted by the Miami Valley 
Cooperative Milk Producers Association: 

1. Enlarge the definition of the mar- 
keting area to read as follows: 

“Dayton-Springfield, Ohio, marketing area,” 
hereinafter called the “marketing area,” 
means all of the following territory within 
the State of Ohio: the cities of Dayton, Oak- 
wood, Springfield, Xenia, and Urbana; Bath, 
Miami, Xenia, Beaver Creek, and Cedarville 
Townships in Greene County; Miami, Jeffer- 
son, Madison, Van Buren, Harrison, Butler, 
Mad River, and Washington Townships in 
Montgomery County; German, Mad River, 
Springfield, and Greene Townships in Clark 


County; and Urbana Township in Champai 
County. 


2. Give consideration to the appro- 
priateness of providing in the proposed 
marketing agreement and order for an 
individual handler pool instead of for 
a market-wide pool. (Under an individ- 
ual handler pool, the uniform price to 
each producer is determined on the basis 
of the use of his milk by the individual 
handler to whom the producer delivers, 
whereas, under a market-wide pool, such 
price is détermined on the basis of the 
over-all use of milk in the market, ir- 
respective of the use made of such milk 
by the individual handler to whom the 
producer delivers it.) 

3. Change sections 4 (d) and (e) to 
read as follows: 


(d) Computation of skim milk and but- 
terfat in each class. For each delivery 
period, the market administrator in the 
case of each handler shall determine: 

(1) The total pounds of skim milk 
received by subtracting the result ob- 
tained in (2) of this paragraph from the 
total pounds of milk, skim milk, cream, 
and milk products received. 

(2) The total pounds of butterfat re- 
ceived by adding into one sum the pounds 
of butterfat received from (i) producers; 
(ii) other handlers; and (iii) other 
sources. 

(3) The total pounds of skim milk in 
Class I by (i) adding together the pounds 
of milk, skim milk, and cream disposed of 
in each of the several products of Class 
I; (ii) subtracting the result obtained 
in (4) (i) of this paragraph; and (iii) 
adding together the result obtained in 
(ii) of this subparagraph and the result 
obtained in (7) (iii) (b) of this para- 
graph. 

(4) The total pounds of butterfat in 
Class I by (i) adding together the pounds 
of butterfat in each of the several prod- 
ucts of Class I; and (ii) adding to- 
gether the result obtained in (i) of this 
subparagraph and the result obtained in 
(8) (ii) (b) of this paragraph. 

(5) The total pounds of skim milk in 
Class II by (i) adding together the 
pounds of milk, skim milk, and cream 
which were used to produce each of the 
several products of Class II; and (ii) 
subtracting the result obtained in (6) of 
this paragraph. 
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(6) The total pounds of butterfat in 
Class II by adding together the pounds 
of butterfat used in each of the several 
products of Class II. 

(7) The total pounds of skim milk in 
Class III »y: (i) Adding together the 
pounds of milk, skim milk, and cream 
which were used to produce each of the 
several products of Class III; (ii) sub- 
tracting the result obtained in (8) (i) of 
this paragraph; (iii) subtracting from 
the result obtained in (1) of this para- 
graph the results obtained in (3) (ii) and 
(5) (ii) of this paragraph and (ii) of 
this subparagraph, which resulting 
amount shall be known as “unaccounted 
for skim milk” and shall be classified as 
follows: (a) That portion not in excess 
of 2'2 percent of total receipts of skim 
milk from producers shall be considered 
as plant shrinkage and classified as Class 
III; and (b) that portion in excess of 
242 percent of total receipts of skim 
milk from producers shall be classified 
as Class I; and (iv) adding together the 
results obtained in (ii) and (iii) (a) of 
this subparagraph. 

(8) The total pounds of butterfat in 
Class III by (i) adding together the 
pounds of butterfat used in each of the 
several products of Class III, (ii) sub- 
tracting from the result obtained in 
(2) of this paragraph the results ob- 
tained in (4) (i) and (6) of this para- 
graph and (i) of this subparagraph, 
which resulting amount shall be known 
as “unaccounted for butterfat” and shall 
be classified as follows: (a) That portion 
not in excess of 24% percent of total re- 
ceipts of butterfat from producers shall 
be considered as plant shrinkage and 
classified as Class III; and (b) that por- 
tion in excess of 2% percent of total re- 
ceipts of butterfat from producers shall 
be classified as Class I; aid (iii) adding 
together the results obtained in (i) and 
(ii) (a) of this subparagraph. 

(9) Determine the classification of 
milk of producers as follows: (i) Sub- 
tract respectively from the total pounds 
of skim milk and butterfat in each class 
the total pounds of skim milk and but- 
terfat received from other handlers 
and used in such class; (ii) subtract pro 
rata out of the remaining skim milk and 
butterfat in each class the pounds of 
emefftncy skim milk and butterfat as 
described in (i) (2) of section 1; (iii) 
subtract from the remaining skim milk 
and butterfat the pounds of skim milk 
and butterfat “for manufacture” as de- 
scribed in (i) (1) of section 1 on a pro- 
gressive basis beginning with Class III; 
and (iv) subtract from the remaining 
skim milk and butterfat in each class, 
the total pounds of skim milk and butter- 
fat except emergency skim milk and 
butterfat, received from sources other 
than producers or handlers and used in 
such class. 


4. Change sections 5 (a) and (b) to 
read as follows: 


Sec. 5. Minimum prices—(a) Basic 
formula price to be used in determining 
Class I and Class II prices. The basic 
formula price per hundredweight of milk 
to be used in determining the Class I 
and Class II prices set forth in this sec- 
tion shall be the higher of the prices de- 


termined pursuant to (1) and (2) of this 
paragraph. 

(1) The average of the basic (or field) 
prices ascertained to have been paid for 
milk of 3.5 percent butterfat content re- 
ceived during the delivery period at the 
following places for which prices are re- 
ported to the market administrator by 
the listed companies or by the United 
States Department of Agriculture (or 
by such other Federal agency as may be 
authorized to perform this price report- 
ing function): 


Companies and Location 


Borden Co., Black Creek, Wis. 

Borden Co., Greenville, Wis. 

Borden Co., Mt. Pleasant, Mich, 
Borden Co., New London, Wis. 

Borden Co., Orfordville, Wis. 
Carnation Co., Berlin, Wis. 

Carnation Co., Jefferson, Wis. 
Carnation Co., Chilton, Wis. 

Carnation Co., Oconomowoc, Wis. 
Carnation Co., Richland, Wis. 
Carnation Co., Sparta, Mich, 

Pet Milk Co., Belleville, Wis. 

Pet Milk Co., Coppersville, Mich. 

Pet Milk Co., Hudson, Mich. 

Pet Milk Co., New Glarus, Wis. 

Pet Milk Co., Wayland, Mich. 

White House Milk Co., Manitowoc, Wis. 
White House Milk Co., West Bend, Wis. 


(2) (i) Multiply the average wholesale 
price per pound of 92-score butter at 
Chicago for said delivery period as re- 
ported by the United States Department 
of Agriculture by six (6). 

(ii) Add 2.4 times the average weekly 
prevailing price per pound of “Twins” 
during said delivery period on the Wis- 


consin Cheese Exchange at Plymouth,. 


Wisconsin: Provided, That if the price of 
“Twins” is not quoted on the Wisconsin 
Cheese Exchange the weekly prevailing 
price of “Cheddars” shall be deemed to 
be the prevailing price for “Twins” and 
shall be used in determining the price 
pursuant to this paragraph. 

(iii) Divide by seven (7), the sum so 
determined being hereafter referred to 
in this paragraph as the “combined but- 
ter and cheese value.” 

(iv) To the combined butter and 
cheese value add 30 percent thereof. 

(v) Multiply the sum computed in sub- 
paragraph (iv) above by 3.5. 

(b) Class I prices. Each handler shall 
pay producers, in the manner set forth 
in section 7 for skim milk and butterfat 
purchased or received from them during 
each delivery period not less than the 
following prices per hundredweight: 

(1) For skim milk and butterfat re- 
ceived at such handler’s plant, the prices 
shall be as set forth in the following 
schedule: 


Tae price per hundredweight 
for 
producers during the deliver 

When the higher of period shall be— , 

the prices pursuant 


to (a) (1) or (2) of bs 
this section is— Milk con- 
Skim Butter- taining 
milk fat 3.8 percent 
butterfat 
Under $2.50........... $1. 16 $60. 00 . 40 
$2.50 or over but 5 
under $2.75......... 1.22 65. 00 3. 65 
$2.75 or over.......... 1. 28 70. 00 3. 90 


(c) Class II prices. Each handler 
shall pay producers, in the manner set 
forth in section 7 for skim milk and but- 
terfat purchased or received from them 
during each delivery period not less than 
the prices per hundredweight set forth 
in the following schedule: 

[Prices per hunnredweight] 


During delivery peri- 
ods when the prices | The prices of Class IT shall be~ 
of Class I are— 


ans M ilk con 
m taining 3.8 
Skim milk | Butterfat milk Butterfat percent 
butterfat 
$1.16 | $60.00 $1.05 | $55.00 $3. 10 
1.22 65. 00 111 60. 00 3.35 
1.28 70, 00 1.16 65. 00 3.60 


(d) Class III price. Each handler shall 
pay producers, in the manner set forth 
in section 7 for skim milk and butterfat 
purchased or received from them during 
each delivery period not less than the 
prices per hundredweight set forth in 
the following computations: 

(1) The price per hundredweight of 
skim milk shall be computed by the mar- 
ket administrator by: Subtracting 52 
cents from the average price per pound 
of nonfat dry milk solids and multiply- 
ing the result by 7.5. The price per 
pound of nonfat dry milk solids to be 
used shall be the average of the carlot 
prices for nonfat dry milk solids, spray 
and roller process for human consump- 
tion, at Chicago, as reported by the 
United States Department of Agriculture 
(or such other Federal agency as may be 
authorized to perform this price report- 
ing function) during the delivery period 
preceding that in which such skim milk 
was received. 

(2) The price per hundredweight of 
butterfat shall be computed by the mar- 
ket administrator by: Multiplying by 120 
the average wholesale price per pound 
of 92-score butter in the Chicago market 
as reported by the United States Depart- 
ment of Agriculture (or by such other 
Federal agency as may be authorized 
to perform this price reporting function) 
during the delivery period preceding that 
in which such butterfat was received. 

Norte: The prices used above are set forth 
merely to indicate how the prices proposed 
by the Miami Valley Cooperative Milk Pro- 
ducers Association would fit into the pricing 
plan suggested, and are not specific prices 
proposed by the Dairy and Poultry Branch. 

5. Change section 5 (c) to read as 
follows: 


(c) Computation of the value of milk 


for each handler, The net pool obliga- 


tion of each handler for skim milk and 
butterfat received from producers dur- 
ing each delivery period shall be a sum 
of money computed for such delivery 
period by the market administrator by 
multiplying, respectively, the pounds of 
skim milk and butterfat in each class 
by the respective class prices, and the 
sum of the two amounts shal! be such 
handler’s total pool obligation: Provided, 
That the market administrator shall 
consider as Class III milk any skim milk 
or butterfat received in bulk from 4 
handler who receives no milk from Pro- 
ducers 6ther than that of his own pro- 
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duction, but if such receiving handler has 
disposed of such skim milk or butterfat 
as other than Class III milk, the market 
administrator shall add to the value com- 
puted pursuant to this paragraph, the 
difference between (i) the value of such 
skim milk or butterfat at the Class III 
price and (ii) the value computed in ac- 
cordance with its class use: Provided fur- 
ther, That, if a handler, after subtracting 
receipts from other handlers, and re- 
ceipts from other sources, has disposed 
of skim milk or butterfat in excess of 
the skim milk or butterfat which, on the 
basis of his reports, has been credited 
to his producers as having been pur- 
chased or received from them, the mar- 
ket administrator in computing the net 
pool obligation of such handler shall add 
an amount equal to the value of such 
skim milk or butterfat in accordance with 
its value at the price for the class from 
which such skim milk or butterfat was 
used, 


6. Change section 6 to read as follows: 


Sec. 6. Computation and announce- 
ment of prices—(a) Computation of the 
uniform price. For each delivery period 
the market administrator shall compute 
the uniform price per hundredweight of 
skim milk, butterfat, and milk by: 

(1) Combining into one total the net 
pool obligation for skim milk of all han- 


dlers who make payments for the previ- 
ous delivery periods: and combining into 
one total the net pool obligations for but- 
terfat of all handlers who made pay- 
ments for the previous delivery periods; 

(2) Adding respectively an amount 
equal to the unobligated balance in the 
producer-settlement fund; 

(3) Dividing respectively the resulting 
sums by the hundredweight of pooled 
skim milk and pooled butterfat; and 

(4) Subtracting respectively not less 
than 4 cents nor more than 5 cents. The 
results shall be known respectively as the 
uniform price per hundredweight for 
(i) skim milk and (ii) butterfat pur- 
chased or received from producers, The 
uniform price for milk containing 3.8 
percent butterfat received from produc- 
ers shall be the sum of the values of 96.2 
pounds of skim milk and 3.8 pounds of 
butterfat at the respective uniform 
prices. 

(b) Announcement of prices. (1) On or 
before the 6th day of each delivery 
period, the market administrator shall 
notify all handlers and make public 
announcement of the class prices for 
skim milk and butterfat received from 
producers during the delivery period. 

(2) On or before the first day of the 
following delivery period the market ad- 
ministrator shall notify all handlers and 
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make public announcement of the com- 
putations pursuant to (a) of this section, 
of the uniform price per hundredweight 
of skim milk, butterfat, and milk con- 
taining 3.8 percent butterfat received 
from producers during the delivery 
period.” 


7. Add the following at the end of sec- 
tion 5: 


(e) Adjustment of class prices by the 
War Food Administrator. Whenever 
the War Food Administrator finds and 
announces that the Class I and Class II 
prices computed for any delivery period 
pursuant to this section are not in the 
public interest, the Class I and Class II 
prices for such delivery period shall be 
the same as the Class I and Class II prices 
for the delivery period immediately pre- 
ceding. 


Copies of this notice may be procured 
from the Hearing Clerk, Office of the 
Solicitor, United States Department of 
Agriculture, in Room 1331 South 
Building, Washington, D. C., or may be 
there inspected. 


Dated: November 9, 1944. 


Tuomas J. FLAVIN, 
Assistant to the War Food 
Administrator. 


[F. R. Doc, 44-17172; Filed, Nov. 9, 1944; 
11:31 a. 


